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THE ROLE OF BP IN THE DEEPWATER 
HORIZON EXPLOSION AND OIL SPILL 


THURSDAY, JUNE 17, 2010 

House of Representatives, 

Subcommittee on Oversight and Investigations, 

Committee on Energy and Commerce, 

Washington, DC. 

The subcommittee met, pursuant to call, at 10:02 a.m., in Room 
2123, Rayburn House Office Building, Hon. Bart Stupak [chairman 
of the subcommittee] presiding. 

Present: Representatives Stupak, Braley, Markey, DeGette, 
Doyle, Schakowsky, Ross, Christensen, Welch, Green, Sutton, Din- 
gell (ex officio), Waxman (ex officio), Burgess, Sullivan, Blackburn, 
Gingrey, Latta, and Barton (ex officio). 

Also Present: Representatives Engel, Harman, Capps, Inslee, 
Gonzalez, Weiner, Melancon, Castor, Upton, Stearns, and Scalise. 

Staff Present: Phil Barnett, Staff Director; Bruce Wolpe, Senior 
Advisor; Greg Dotson, Chief Counsel, Energy and Environment; 
Michal Ereedhoff, Counsel; Robb Cobbs, Policy Analyst; Caitlin 
Haberman, Special Assistant; Peter Kethcham-Colwill, Special As- 
sistant; Dave Leviss, Chief Oversight Counsel; Meredith Euchs, 
Chief Investigative Counsel; Alison Cassady, Professional Staff 
Member; Molly Gaston, Counsel; Ali Golden, Professional Staff 
Member; Jennifer Owens, Investigator; Scott Schloegel, Investi- 
gator; Ali Neubauer, Special Assistant; Derrick Eranklin, Detailee; 
Karen Lightfoot, Communications Director, Senior Policy Advisor; 
Elizabeth Letter, Special Assistant; Lindsay Vidal, Special Assist- 
ant; Earley Green, Chief Clerk; Mitchell Smiley, Special Assistant; 
Alan Slobodin, Chief Minority Counsel; Mary Neumayr, Minority 
Counsel; Peter Spencer, Minority Professional Staff; Kevin Kohl, 
Minority Professional Staff; Garrett Golding, Minority Legislative 
Analyst; and Jeanne Neal, Minority Research Analyst. 

Mr. Stupak. This meeting will come to order. We are going to 
ask the press to please clear. 

This hearing of the subcommittee of the Energy and Commerce 
Committee, the Subcommittee on Oversight and Investigations, 
will commence. 

Today we have a hearing titled, “The Role of BP in the Deep- 
water Horizon Explosion and Oil Spill.” 

We have a number of Members present for this hearing who are 
not members of the subcommittee but are members of the full En- 
ergy and Commerce Committee. I welcome them, and I note that 
they will be allowed to submit written statements for the record 
but will not deliver verbal opening statements. 

( 1 ) 
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In addition, after all subcommittee members complete their ques- 
tioning, full committee members will be allowed to ask questions. 
Members who are not on the subcommittee or on the Energy and 
Commerce Committee are welcome to observe, but they will not be 
permitted to provide opening statements or ask questions, due to 
time constraints. 

The chairman, ranking member, and chairman emeritus will be 
recognized for 5-minute opening statements. Other members of the 
committee will be recognized for 3-minute opening statements. 

I will yield to the chairman of the full committee, Mr. Waxman, 
for the first opening statement. 

OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI- 
FORNIA 

Mr. Waxman. Thank you very much, Mr. Chairman. Thank you 
for holding this important hearing. 

And, Mr. Hayward, thank you for being here today. 

Yesterday, BP pledged to establish a $20 billion escrow account 
and to suspend its dividend payments for the rest of the year. I am 
sure these were not easy decisions for you, but they were the right 
ones, and I commend you for them. 

Congress has multiple committees examining the gulf oil spill. 
Some are evaluating the impact of the spill. Some are working on 
the reorganization of the regulatory agencies. And some, including 
Chairman Markey’s subcommittee, are drafting legislation to re- 
form our oil exploration laws. 

You are testifying today before the Oversight and Investigation 
Subcommittee, and this subcommittee has a special role: to exam- 
ine the facts and determine what went wrong and to make rec- 
ommendations to prevent future spills. 

When it is time for questioning, I and other members of the sub- 
committee will ask you about a series of internal BP documents. 
They appear to show that BP repeatedly took shortcuts that endan- 
gered lives and increased the risks of a catastrophic blowout. And 
I sent you a letter in advance indicating that we are going to ques- 
tion you about those issues. 

But what is equally important is what is missing from the docu- 
ments. When you became CEO of BP, you promised to focus “like 
a laser on safe and reliable operations.” We wanted to know what 
you had done to keep this promise, so we asked what e-mails you 
had received, what documents you had reviewed about the Deep- 
water Horizon rig or the Macondo well before the blowout. 

Deepwater drilling is inherently dangerous. As the entire country 
now knows, an uncontrolled blowout can kill rig workers and cause 
an environmental disaster. We wanted to know whether you were 
briefed about the risks and were monitoring the safety of the drill- 
ing operation. 

We could find no evidence that you paid any attention to the tre- 
mendous risks BP was taking. We have reviewed 30,000 pages of 
documents from BP, including your e-mails. There is not a single 
e-mail or document that shows you paid even the slightest atten- 
tion to the dangers at this well. 
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You are the CEO, so we considered the possibility that you may 
have delegated the oversight responsibility to someone else. We re- 
viewed the e-mails and briefing documents received by Andy Inglis, 
the chief executive for exploration and production, and Doug 
Suttles, the chief operating officer for exploration and production 
and the person now leading BP’s response to the spill. 

According to BP, these are the senior officials who were respon- 
sible for the Macondo well. But they, too, were apparently oblivious 
to what was happening. We can find no evidence that either of 
them received any e-mails or briefings about the Deepwater Hori- 
zon rig or drilling activities at the well. 

BP’s corporate complacency is astonishing. 

The drilling engineer for the rig called Macondo a “nightmare 
well.” Other BP employees predicted that the cement job would fail. 
Halliburton warned of a “SEVERE gas flow problem.” These warn- 
ings fell on deaf ears. 

BP’s corporate attitude may be best summed up in an e-mail 
from its operations drilling engineer who oversaw BP’s team of 
drilling engineers. After learning of the risks and BP’s decision to 
ignore them, he wrote, quote, “Who cares, it’s done, end of story, 
will probably be fine,” end quote. 

There is a complete contradiction between BP’s words and deeds. 
You were brought in to make safety the top priority of BP, but 
under your leadership, BP has taken the most extreme risks. BP 
cut corner after corner to save a million dollars here, a few hours 
or days there, and now the whole gulf coast is paying the price. 

Today’s hearing will focus on BP’s actions, but we learned from 
our hearing earlier this week that the other oil companies are just 
as unprepared to deal with a massive spill as BP. We are seeing 
in the oil industry the same corporate indifference to risk that 
caused the collapse on Wall Street. 

And that is why reform is so urgently needed. Part of this reform 
must be legislation to put teeth into our regulatory system, but 
part must also be a transition to a clean energy economy. We are 
addicted to oil. This addiction is fouling our beaches, polluting our 
atmosphere, and undermining our national security. We can’t snap 
our fingers or transform our energy economy overnight, but we 
need to start down a path to a clean energy future. 

Mr. Chairman, I look forward to today’s hearing. 

And, Mr. Hayward, I thank you for appearing and cooperating 
with our investigation. 

[The prepared statement of Mr. Waxman follows:] 
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Opening Statement of Rep. Henry A. Waxraan 
Chairman, Committee on Energy and Commerce 
The Role of BP in the Deepwater Horizon Explosion and Oil Spill 
Subcommittee on Oversight and Investigations 
June 17, 2010 

Mr. Chairman, thank you for holding this important hearing. 

And Mr. Hayward, thank you for appearing before us today. Yesterday, BP pledged to 
establish a $20 billion escrow account and to suspend its dividend payments. I’m sure these 
were not easy decisions for you. But they were the right ones, and I commend you for them. 

Congress has multiple committees examining the Gulf oil spill. Some are evaluating the 
impact of the spill, some are working on the reorganization of our regulatory agencies, and some 
- including Chairman Markey’s subcommittee - are drafting legislation to reform our oil 
exploration laws. 

You are testifying today before the Oversight and Investigations Subcommittee. And this 
Subcommittee has a special role: to examine the facts, determine what went wrong, and make 
recommendations to prevent future spills. 

When it is time for questioning, I and other members of the Subcommittee will ask you 
about a series of internal BP documents. They appear to show that BP repeatedly took shortcuts 
that endangered lives and increased the risks of a catastrophic blowout. 

But what is equally important is what is missing from the documents. 

When you became CEO of BP, you promised to focus “like a laser on safe and reliable 
operations.” 

We wanted to know what you had done to keep this promise, so we asked what e-mails 
you had received and what documents you had reviewed about the Deepwater Horizon rig or the 
Macondo well before the blowout. 

Deepwater drilling is inherently dangerous. As the entire country now knows, an 
uncontrolled blowout can kill rig workers and cause an environmental disaster. We wanted to 
know whether you were briefed about the risks and were monitoring the safety of the drilling 
operation. 
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We could find no evidence that you paid any attention to the tremendous risks BP was 
taking. We have reviewed 30,000 pages of documents from BP, including your e-mails. There 
is not a single e-mail or document that shows you paid even the slightest attention to the dangers 
at this well. 

You are the CEO, so we considered the possibility that you may have delegated the 
oversight responsibility to someone else. We reviewed the e-mails and briefing documents 
received by Andy Inglis, the chief executive for exploration and production, and Doug Suttles, 
the chief operating officer for exploration and production and the person now leading BP’s 
response to the spill. 

According to BP, these are the senior officials who were responsible for the Macondo 
well. But they too were apparently paying no attention. We could find no evidence that either of 
them received any e-mails or briefings about the Deepwater Horizon rig or the drilling activities 
at the well. 

BP’s corporate complacency is astonishing. 

The drilling engineer for the rig called Macondo a “nightmare well.” Other BP 
employees predicted that the cement job would fail. Halliburton warned of a “SEVERE gas flow 
problem.” 

These warnings fell on deaf ears. 

BP’s corporate attitude may be best summed up in an e-mail from its Operations Drilling 
Engineer, who oversaw BP’s team of drilling engineers. After learning of the risks and BP’s 
decision to ignore them, he wrote: “who cares, it’s done, end of story, will probably be fine.” 

There is a complete contradiction between BP’s words and deeds. You were brought in 
to make safety the top priority of BP. But under your leadership, BP has taken the most extreme 
risks. 


BP cut corner after comer to save a million dollars here and a few hours there. And now 
the whole Gulf Coast is paying the price. 

Mr. Hayward, one of your most illustrious countrymen, Lord Keynes, once said: “The 
inevitable never happens. It is the unexpected always.” 

Given BP’s apparent indifference to risk, we can now paraphrase Lord Keynes. The 
inevitable did happen. And it should have been expected. 

Today’s hearing will focus on BP’s actions. But we learned from our hearing earlier this 
week that the other oil companies are just as unprepared to deal with a massive spill as BP. 

We are seeing in the oil industry the same corporate indifference to risk that caused the 
collapse on Wall Street. 
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From the spill off Santa Barbara in 1969, to Exxon Valdez in 1989, to the BP blowout in 
2010, the pattern of risks is clear. And so is the failure of the industry to anticipate spills and 
respond effectively. 

And that is why reform is so urgently needed. Part of this reform must be legislation to 
put teeth into our regulatory system. But part must also be a transition to a clean energy 
economy. We are addicted to oil, and this addiction is fouling our beaches, polluting our 
atmosphere, and undermining our national security. 

We can’t snap our fingers and transform our energy economy overnight, but we need to 
start down the path to a clean energy future. If we don’t, we will be confronted with an even 
worse spill 20 years from now. 

Mr. Chairman, I look forward to today’s hearing, and Mr. Hayward, I thank you for 
appearing and cooperating with our investigation. 
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Mr. Stupak. Thank you, Mr. Chairman. 

We will next go to the ranking member of the full committee, Mr. 
Barton of Texas. Mr. Burgess and I will do our openings after the 
chair and the ranking. 

Mr. Barton, please. 

OPENING STATEMENT OF HON. JOE BARTON, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. Barton. Thank you, Mr. Chairman. 

Thank you, Mr. Hayward, for appearing before us. 

We have kind of a dual track under way, in my opinion. We obvi- 
ously are trying to gather the facts of what happened in the oil 
spill in the Gulf of Mexico a month and a half ago, trying to find 
out the causes of that spill, what can be done to prevent it in the 
future. And we are obviously very concerned about the mitigation 
and the cleanup. 

We have a system in America, built up based on the British tra- 
dition over 200 years, of due process and fairness, where people 
that do bad things, in this case a corporation that is responsible 
for a bad accident, we want to hold them responsible, do what we 
can to make the liable parties pay for the damages. 

Mr. Stupak and Mr. Waxman are doing an excellent job, working 
with Dr. Burgess and myself, in conducting, I think, a very fair 
oversight investigation. We are going to get into a number of those 
issues in this hearing, and we are going to ask you some pretty 
tough questions. 

I am speaking totally for myself. I am not speaking for the Re- 
publican Party. I am not speaking for anybody in the House of Rep- 
resentatives but myself. But I am ashamed of what happened in 
the White House yesterday. I think it is a tragedy of the first pro- 
portion that a private corporation can be subjected to what I would 
characterize as a shakedown — in this case, a $20 billion shake- 
down — with the Attorney General of the United States, who is le- 
gitimately conducting a criminal investigation and has every right 
to do so to protect the interests of the American people, partici- 
pating in what amounts to a $20 billion slush fund that is unprece- 
dented in our Nation’s history, that has no legal standing, and 
which sets, I think, a terrible precedent for the future. 

If I called you into my office and I had the subcommittee chair- 
man, Mr. Stupak, with me, who was legitimately conducting an 
oversight investigation on your company, and said, “If you put so 
many millions of dollars into a project in my congressional district,” 
I could go to jail and should go to jail. 

Now, there is no question that British Petroleum owns this lease. 
There is no question that BP — I am sorry, it is not “British Petro- 
leum” anymore — that BP made decisions that objective people 
think compromised safety. There is no question that BP is liable 
for the damages. But we have a due process system where we go 
through hearings, in some cases court cases, litigation, and deter- 
mine what those damages are and when those damages should be 
paid. 

So I am only speaking for myself. I am not speaking for anybody 
else. But I apologize. I do not want to live in a country where, any 
time a citizen or a corporation does something that is legitimately 
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wrong, is subject to some sort of political pressure that, again, in 
my words, amounts to a shakedown. So I apologize. 

But on this hearing today, I am with Mr. Waxman, with Mr. Stu- 
pak. There are questions that need to be asked, that are legitimate, 
because we don’t want another oil spill of this magnitude or of any 
magnitude in the Gulf of Mexico. And if this subcommittee can do 
things that make it much more difficult for this type of an incident 
to occur in the future, then we will have done our work for the 
American people. 

With that, Mr. Chairman, I yield back. 

[The prepared statement of Mr. Barton follows:] 
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Opening Statement of the Honorable Joe Barton 
Ranking Member, Committee on Energy and Commerce 
Subcommittee on Oversight and Investigations Hearing on 

The Role of BP in the Deepwater Horizon Explosion and Oil Spill 

June 17, 2010 

Today we look specifically at the role of BP in the Deepwater 
Horizon explosion and oil spill. I believe we must get all the facts 
on the table about what caused the Deepwater Horizon explosion 
and oil spill. 

You have been doing that, Chairman Stupak and Chairman 
Waxman. Our staffs have collected vast amounts of information 
and we have put it out in a transparent manner. I hope we can 
continue work cooperatively. Cooperation strengthens the 
Committee’s ability to get the facts from BP and the 
Administration and discover the truth of what went wrong. 

There are still plenty of questions about what exactly 
happened and why, but we are beginning to see the disturbing 
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patterns of behavior that led to the disaster. It’s beginning to seem 
like each bad decision begat another until they added up to critical 
mass and the Deepwater Horizon rig exploded. We are finding 
that this particular BP well may not have been designed consistent 
with industry best-practices - even though it was built under the 
oversight of the U.S. Minerals Management Service. 

It appears that operators knew there were potential problems 
with the well design. They were warned by subcontractors of 
potential design flaws in their final casing and cementing job, for 
example, which would “have a SEVERE gas flow problem.” 

Although the BP managers may have thought they had reason 
to accept this risk, all available evidence indicates they did not take 
important precautions to maintain the safety of the well. They 
didn’t try to fix the potential cementing problem. In fact, they 
decided not to do the very test that would have revealed whether 
there was a problem in the first place. 
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Each individual decision may have made some sense in 
isolation from the others. But together, they created a time bomb. 

It appears if rig personnel had been paying attention to 
the potential problems that they were warned about and to the data 
revealing well vulnerabilities, this incident could have been 
avoided. 

We have to learn more and gather more facts, Mr. Chairman. 
I want to understand how these actions square with the current BP 
corporate or management culture. 

But after we gather all the facts, Mr. Chairman, we have to 
interpret them accurately. We have to identify solutions that fit the 
facts and ensure the safety and productivity of offshore drilling. 
That will be the real job before us. If the facts call for a federal 
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solution, it will be our job to pursue those reforms that will prevent 
future accidents like this one. 

And I think there are solutions that will come from the 
industry ~ those with the most expertise and interest to get this 
right - so an accident of this magnitude doesn’t happen again. 
Our investigation shows that there is not a technological problem 
with deepwater drilling. But there was a failure of judgment in this 
instance. Improper decisions were made that did not ensure the 
safety and soundness of this well. We must ensure that best 
practices and safety are embedded in the industry’s culture, on 
every rig and with every well. 

In response to this incident, many are presenting supposed 
energy solutions that do not address the problems we’ve 
uncovered. These proposals will only raise energy costs and 
increase our reliance on foreign oil. Indeed, the Administration 
has unnecessarily placed moratorium on offshore drilling, an 
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overbroad and ham-handed response that threatens the jobs of tens 
of thousands of people and risks the economies of the Gulf Coast 
and the rest of the country. In fact, estimates of short term 
employment impacts from the moratorium are 46,200 jobs lost in 
Louisiana alone, more than the 41,000 increase of private sector 
jobs in May 2010 reported by the Bureau of Labor Statistics. 

Our job is to ask tough, but fair questions to identify what 
happened and why. We should not use this as an excuse to stop 
offshore production and help the White House change the subject 
by passing cap-and-trade legislation that will destroy jobs. This 
process is about figuring out how to ensure that America can rely 
on its own energy supplies instead of oil from overseas, and do it 
safely and effectively for the good of the entire country. 

### 
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OPENING STATEMENT OF HON. BART STUPAK, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF MICHIGAN 

Mr. Stupak. Thank you, Mr. Barton. 

I will do my opening statement now. 

Today is the 59th day of the BP oil spill that has devastated 
much of the Gulf of Mexico. Eleven men lost their lives the day the 
Deepwater Horizon drilling rig exploded, and in the 59 days that 
have followed, countless people have lost their livelihood, as the oil 
spill closes fishing grounds and pollutes the shores of the three 
States. 

This is the third hearing the Oversight and Investigation Sub- 
committee has held and the fifth hearing overall in the Energy and 
Commerce Committee. Our first hearing exposed problems discov- 
ered with the blowout preventer and several other factors that con- 
tributed to the disaster. Our second hearing was a field hearing in 
New Orleans where we heard from the widows of two men who 
died in the Deepwater Horizon explosion as well as shrimpers and 
other small-business owners who have suffered from the environ- 
mental catastrophe that followed. 

Our staff has spent weeks combing through hundreds of thou- 
sands of pages of documents, sitting through more than 50 hours 
of briefings by corporate, governmental, and academic experts, in 
an attempt to piece together what went wrong with BP exploration 
of the Macondo well. We have reviewed several questionable deci- 
sions made by BP in the days and hours leading up to the explo- 
sion, and what we have learned so far is alarming. 

We have learned that, time after time, BP had warning signs 
that this was, as one employee put it, a “nightmare well.” BP made 
choices that set safety aside in exchange for cost-cutting and time- 
saving decisions. 

For example: BP disregarded questionable results from pressure 
tests after cementing in the well. 

BP selected the riskier of two options for their well design. They 
could have hung a liner from the lower end of the casing already 
in the well and install a tieback on the top of the liner, which 
would have provided additional barriers to the release of hydro- 
carbons. Instead, they lowered a full string of new casing, which 
took less time and cost less but did not provide the same protection 
against escaping hydrocarbons. 

BP was warned by their cement contractor Halliburton that the 
well could have a “SEVERE gas flow problem” if BP lowered the 
final string of casing with only six centralizers instead of the 21 
Halliburton recommended. BP rejected Halliburton’s advice to use 
additional centralizers. In an e-mail on April 16th, a BP official in- 
volved in the decision explained, and I quote, “It will take 10 hours 
to install them. I do not like this,” end of quote. 

BP chose not to fully circulate the mud in the well from the bot- 
tom to the top, which was an industry-recommended best practice 
that would have allowed them to test for gas in the mud. 

BP chose not to use a casing hanger lockdown sleeve, which 
would have provided extra protection against a blowout from below. 

These are just a few of the issues that led to the disaster. Once 
the Deepwater Horizon exploded and sank to the bottom of the sea, 
BP’s response to contain the leak and clean up the spilled oil was 
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equally as poor. They issued lowball estimates of the amount of oil 
flowing from the well, which may have led to a scaled-back re- 
sponse. 

We discovered that BP’s oil spill response plan was virtually 
identical to other oil companies’ plans. In a hearing Tuesday, 
ExxonMobil CEO Rex Tillerson admitted that once the spills occur, 
he says, quote, “We are not well-equipped to handle them,” end of 
quote. All the other oil companies testified at Tuesday’s hearings 
that they would not have drilled the well as BP did. 

Our witness today, Mr. Tony Hayward, is the chief executive offi- 
cer of BP. Shortly after Mr. Hayward took over as the CEO in 
2007, he held a town hall meeting with employees in Houston. At 
this meeting, he discussed the need for BP to be leaner, with fewer 
people in decision-making processes. 

This article — and I will ask you put up the Guardian article — an 
article from September 27, 2007, Guardian newspaper in London, 
entitled, “Hayward Says Oil Company Has Become Too Cautious,” 
reads, and I quote, “’Assurance is killing us,’ Mr. Hayward told 
U.S. staff, noting that too many people were engaged in decision- 
making, leading to excessive cautiousness, something that critics of 
its safety performance in the U.S. might question.” 

Let me put up these other notes from the same meeting. We re- 
ceived notes from BP of employees and their note-taking from this 
meeting. The employee notes summarize Mr. Hayward’s statements 
as follows: “I don’t think having all these layer of assurance reduce 
risk, and it can actually increase it. The best way to reduce risk 
is to have deep technical competence where we need it. Individuals 
need to be accountable for risk and to manage it,” end of quote. 

I find this cavalier attitude towards assessing risk unbelievable, 
given the fact that, at the time of these statements, BP had just 
been responsible for the largest oil leak in Alaska’s history on the 
North Slope, as well as the 2005 Texas City refinery explosion, 
which killed 15 workers and injured another 170. 

I must ask, Mr. Hayward, whether it was wise to adopt this lean- 
er decision-making process with input from fewer people and a new 
approach to managing risk. 

Under the leadership of Bob Malone, the former chairman and 
president of BP America, BP created an independent office of the 
ombudsman, headed by Judge Stanley Sporkin. The ombudsman’s 
office was established because line workers reported fearing retal- 
iation if they reported safety concerns to management. 

When the current chairman and president, Lamar McKay, took 
over, I met with him, and he suggested that he hoped to improve 
the culture enough to make the ombudsman office unnecessary so 
he could shut it down. I urged him not to eliminate the office be- 
cause it serves a significant role in investigating employee com- 
plaints. 

I am more concerned now than ever about BP’s safety and the 
role they take in assuming risk. I am concerned that the corporate 
culture, from BPCEO Tony Hayward down to chairman and presi- 
dent of BP America, Lamar McKay, and Chief Operating Officer 
Doug Buttles, that there is a willingness to cut costs and take 
greater risks. 
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I look forward to hearing Mr. Hayward answer the many hard- 
hitting questions that our committee members will ask today. I 
hope we will hear honest, contrite, and substantive answers. 

Mr. Hayward, you owe it to all Americans. We are not “small 
people,” but we wish to get our lives back. For the Americans who 
live and work on the gulf coast, it may be years before they get 
their lives back. For the Americans who lost their lives on the rig, 
their families may never get their lives back. 

Mr. Hayward, I am sure you will get your life back, and with a 
golden parachute back to England. But we in America are left with 
the terrible consequences of BP’s reckless disregard for safety. 

I yield back my time and turn to the gentleman from Texas, Mr. 
Burgess, for an opening statement. 

[The prepared statement of Mr. Stupak follows:] 
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Opening Statement 
Rep. Bart Stapak, Chairman 
Committee on Energy and Commerce 
Subcommittee on Oversight and Investigations 
“The Role of BP in the Deepwater Horizon Explosion and Oil Spill” 
June 17,2010 


Today is day 59 of the BP oil spill that has devastated much of the Gulf of Mexico. Eleven 
men lost their lives the day the Deepwater Horizon drilling rig exploded and in the 59 days that have 
followed countless people have lost their livelihood as the oil spill closes fishing grounds and pollutes 
the shores of three states. 

This is the third hearing that the Oversight & Investigations Subcommittee has held and the 
fifth hearing overall in the Energy & Commerce Committee. Our first hearing exposed problems 
discovered with the Blowout Preventer and several other factors that contributed to the disaster. Our 
second hearing was a field hearing in the New Orleans area where we heard from the widows of two 
men who died in the Deepwater Horizon explosion as well as shrimpers and other small business 
owners who have suffered from the environmental catastrophe that followed. 

Our staff has spent weeks combing through hundreds of thousands of pages of documents and 
sitting through more than 50 hours of briefings by corporate, governmental and academic experts in an 
attempt to piece together what went wrong with BP’s exploration of the Macondo well. We have 
reviewed several questionable decisions BP made in the days and hours leading up to the explosion, 
and what we have learned so far is alarming. 

We have learned that time and again BP officials had warning signs that this was - as one 
employee put it - “a nightmare well”. They made choices that set safety aside in exchange for cost 
cutting and time saving decisions. For example 

• They disregarded questionable results from pressure tests after cementing in the well. 

• BP selected the riskier of two options for their well design. They could have hung a 
liner from the lower end of the casing already in the well and install a “tieback” on top 
of the liner, which would have provided additional barriers to a release of hydrocarbons. 
Instead they lowered a full string of new casing, which took less time and cost less, but 
did not provide the same protection against escaping hydrocarbons. 

• BP was warned by their cement contractor Halliburton that the well could have a 
“SEVERE gas flow problem” if BP lowered the final string of casing with only six 
centralizers instead of the 21 Halliburton recommended. BP rejected Halliburton’s 
advice to use additional centralizers and in an e-mail on April 16, a BP official involved 
in the decision explained: “it will take 10 hours to install them. ... I do not like this.” 

• BP chose not to fully circulate the mud in the well from the bottom to the top, which 
was an industry recommended best practice that would have allowed them to test for 
gas in the mud. 

• BP chose not to use a easing hanger lockdown sleeve, which would have provided extra 
protection against a blowout from below. 

These are just a few of the issues that led up to thSitstater. Once the Deepwater Horizon 
exploded and sank to the bottom of the sea, BP’s respon^t^i contain the leak and clean up the spilled 
oil was equally as poor. They issued lowball estimates ot.tKe'amount of oil flowing from the well, 
which may have led to a scaled back response. We discovered that BP’s oil spill response plan was 
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virtually identical to other oil companies’ plans. In a hearing Tuesday, ExxonMobil CEO Rex 
Tillerson admitted that once spills occur "We are not well-equipped to handle them," BP’s peer oil 
companies all told us at Tuesday’s hearing that they would not have drilled the well as BP did. 

Our witness today, Mr. Tony Hayward, is the Chief Executive Officer of BP. Shortly after Mr. 
Hayward took over as the CEO in 2007, he held a town hall meeting with employees in Houston. At 
this meeting he discussed the need for BP to be leaner, with fewer people in decision making 
processes. An article from the September 27, 2007 Guardian newspaper titled “Hayward Says Oil 
Company Has Become Too Cautious” reads "’Assurance is killing us, " Mr Hayward told US staff, 
noting that too many people were engaged in decision-making leading to excessive cautiousness, 
something that critics of its safety performance in the US might question." 

We received notes taken by a BP employee who attended that meeting. The employee’s notes 
summarize Mr. Hayward’s as follows: “I don’t think having all these layers of assurance reduce risk 
and it can actually increase it. The best way to reduce risk is to have deep technical competence where 
we need it. Individuals need to be accountable for risk and to manage it.” I find this cavalier attitude 
towards assessing risk unbelievable given the fact that at the time BP had just been responsible for the 
largest oil leak in Alaska’s history on the North Slope, as well as the 2005 Texas City refinery 
explosion which killed 15 workers and injured another 170. 

I must ask Mr, Hayward whether it was wise to adopt his leaner decision making process with 
input from fewer people and a new approach to managing risk. 

Under the leadership of Bob Malone, the former Chairman and President of BP America, BP 
created an independent office of the Ombudsman headed by Judge Stanley Sporkin. The 
Ombudsman’s office was established because line workers reported fearing retaliation if they reported 
safety concerns to management. When the current Chairman and President Lamar McKay took over, I 
met with him and he suggested that he hoped to improve the culture enough to make the Ombudsman’s 
office unnecessary so he could shut it down. I urged him not to eliminate the office because it serves a 
significant role in investigating employee complaints. 


1 am more concerned than ever. I am concerned that the corporate culture, from BP CEO Tony 
Hayward down to Chairman and President of BP America Lamar McKay, and Chief Operating Officer 
Doug Suttles and possibly down to the leadership on exploration rigs reflects a willingness to cut costs 
and take greater risks. 

1 look forward to hearing Mr. Hayward answer the many hard hitting questions our Committee 
members will ask today. 1 hope we will hear honest, contrite, and substantive answers. He owes it to 
America, he owes it to the families of those injured and killed on the Deepwater Horizon rig, and he 
owes it to the millions of people in the Gulf region who are suffering the consequences of BP’s 
disregard for safety. 
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OPENING STATEMENT OF HON. MICHAEL C. BURGESS, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. Burgess. Thank you, Chairman Stupak. 

Today does open our third hearing, and a very critical hearing, 
into this subcommittee’s ongoing investigation into the tragic acci- 
dent of the Deepwater Horizon explosion and oil spill, which con- 
tinues 24 hours a day to wreak economic and environmental havoc 
on our gulf coast. 

This hearing provides the subcommittee with an important op- 
portunity to directly question the man who ultimately leads BP, 
Mr. Tony Hayward, the company’s chief executive officer. And BP’s 
role has been central to the causes of the incident and to the re- 
sponse. 

Over the course of our inquiry to date, committee investigators, 
working in a bipartisan fashion, have conducted numerous inter- 
views and briefings and reviewed tens of thousands of pages of doc- 
uments. Our subcommittee staff has done an excellent job. And this 
subcommittee has been focused on gathering the facts, rather than 
rushing to judgment. 

And from this intensive effort, we have begun to identify a num- 
ber of serious questions about BP’s decision-making that led up to 
the disaster. Exploring these and related questions today will help 
us identify for Congress and identify for the country what went 
wrong on April 20th and the days thereafter. 

And while we are investigating, a picture of the chain of events 
leading to this incident is emerging. Mr. Chairman, you and Chair- 
man Waxman recently outlined some critical questions that we 
hope Mr. Hayward will address. For example, you noted the inves- 
tigation has identified questionable choices by BP engineers to use 
a particular well design over another one that would appear to 
have provided more built-in barriers to an uncontrolled gas dis- 
charge. 

There was the choice made by BP to move forward with what ap- 
pears to be an inadequate cementing plan and the related failure, 
despite clear warnings to test that the cement was properly set and 
in place. And it appears there may have been a rush to move off 
this well. Whether there may have been economic or other time or 
performance pressures or some combination thereof, it is not clear, 
but that clarity needs to emerge today. 

The questions arising from our investigation outline the central 
role that BP’s decision-making appears to have had in this inci- 
dent. We need to understand that decision-making, Mr. Hayward, 
what factors influenced it, whether the decisions reflected a man- 
agement and an operational mindset that failed — failed to maxi- 
mize safety in a challenging deep-sea environment. 

It is important to note that the picture developing from this in- 
vestigation is not one of technological limits in deep-sea drilling. 
The construction of an 18,000-foot well was not pushing the enve- 
lope of engineering know-how, so far as we have identified. But the 
picture developing is one of unsafe industry practices. Although 
clear, more focused industry standards may be in order going for- 
ward, available evidence suggests that the use of best industry 
practices would have resulted in more cautious designs and more 
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testing, more safeguards, and ultimately no loss of control of the 
well. 

Rather, and quite clearly, the picture developing from our inves- 
tigation is one of questionable decision-making, decision-making by 
people charged with designing and successfully drilling, con- 
structing, and controlling a well that was a mile under water. It 
is a picture composed of a series of choices which, taken together, 
created an oil well particularly vulnerable to a blowout and of all 
the people who may have been distracted, unaware, or resistant to 
recognizing the problems around them. 

Documents show that BP was prepared to run a test on the qual- 
ity of the cement job but chose not to. I can’t understand why, 
given the history of this particular well, with four previous well 
control incidents in the 2 months prior to April 20th. The rig per- 
sonnel appear to have taken their eye off the ball. 

BP employees were the key decision-makers. Certainly, others — 
contractors, subcontractors, certainly Federal regulators — may 
have contributed to this incident. The role of the Federal Govern- 
ment especially, including the overall effectiveness of the response 
and the efforts to help those harmed by the incident, remains a 
critical piece that, Mr. Chairman, we must pursue at the level of 
this committee. And I am still disappointed that we have not done 
that. 

But it is BP’s decision-making about the well design, the cement- 
ing program, the preparation, the integrity test, or the lack thereof, 
or just the general lack of curiosity as to why these would be nec- 
essary, the failure to follow best practices, that our investigation to 
date is showing were critical factors in this incident. 

But this decision-making is difficult to square with avowed prior- 
ities of BP’s chief executive. Mr. Hayward, in an interview before 
you became chief executive, you described how the death of a work- 
er in an operation that you were leading in Venezuela shaped your 
opinions. You said, and I am quoting, “I went to the funeral to pay 
my respects. At the end of the service, his mother came up to me 
and beat me on the chest. ’Why did you let it happen?’ she asked. 
It changed the way I think about safety. Leaders must make safety 
of all who work for them a priority,” end quote. 

Mr. Hayward, I respectfully request that you answer this ques- 
tion in your opening statement, if not for me, then for the two la- 
dies who testified b^efore our committee at the field hearing who 
lost their husbands on the Deepwater Horizon. You have been chief 
executive since 2007. You said safety is your number-one priority 
and you would focus like a laser beam on safety. 

As chief executive, one would expect your directives and prior- 
ities would be carried out by your employees. We have now learned 
from this investigation that BP employees made five critical deci- 
sions that may have contributed to well failure where well safety 
was traded off. In fact, it was not the priority. 

So, today, will you assert before this subcommittee that all deci- 
sions by BP employees related to the Deepwater Horizon reflected 
your priority — ^your priority — of safety first? 

Mr. Chairman, the disaster in the Gulf of Mexico shows the con- 
sequence of a series of unchecked bad decisions. We in Congress 
and the Federal Government must also be mindful of the con- 
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sequences of bad decision-making. At a field hearing last week in 
Chalmette, Louisiana, the subcommittee heard some of the admin- 
istration’s decisions are threatening the livelihoods of workers and 
families who depend upon the energy industry. We have killed half 
of their fishing with the Deepwater Horizon spill, and it looks like 
we are going to kill the other half of their economy with our mora- 
torium. 

Our hearing today looks at the consequence of bad decisions and 
the lessons learned. May we have the wisdom and humility to take 
some of those lessons and apply them to ourselves. 

And I will yield back the balance of my time. 

[The prepared statement of Mr. Burgess follows:] 



Opening Statement of the Honorable Michael Burgess 
Ranking Member, Subcommittee on Oversight and Investigations 
The Role of BP in the Deepwater Horizon Explosion and Spill 
June 17, 2010 

Thank you Chairman Stupak. Today we hold our third and very critical 
hearing in this Subcommittee’s ongoing investigation of the tragic 
Deepwater Horizon explosion and oil spill, which continues to wreak 
economic and environmental havoc on our Gulf Coast. 

This hearing provides the Subcommittee an important opportunity to 
question directly the man who ultimately leads BP, Mr. Tony Hayward, the 
company’s Chief Executive Officer. And BP’s role has been central to the 
causes of the incident and the response. 

Over the course of our inquiry to date. Committee investigators working 
in a bi-partisan fashion have conducted numerous interviews and briefings, 
and reviewed tens of thousands of pages of documents. I am especially 
proud that this subcommittee has been focused on gathering the facts and not 
rushing to judgments or looking for cheap political sound-bites. And from 
this intensive effort, we have begun to identify a number of serious questions 
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about BP’s decision-making leading up to the disaster. Exploring these and 
related questions today will help us identify for Congress and the American 
people what went wrong on April 20 and the days thereafter. 

While we are still investigating, a picture of the chain of events leading to 
this incident is emerging. Mr. Chairman, you and Chainnan Waxman recently 
outlined some critical questions to be addressed by Mr. Hayward. For 
example, you noted the investigation has identified questionable choices by BP 
engineers to use a particular well design over another one that would appear to 
have provided more built-in barriers to gas flowing uncontrolled up the well. 

There was the choice made by BP to move forward with what appears to 
be an inadequate cementing plan and the related failure, despite clear 
warnings, to test that the cement was properly set and in place. And it 
appears there may have been a rush to move off of this well. Whether there 
may have been economic or other time- or perfonnance-pressures, or some 
combination, it is not quite clear. 

The questions arising from our investigation outline the central role BP’s 
decision-making appears to have had in this incident. We need to 
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understand this decision-making, what factors influenced it, and whether 
decisions reflected a management and operational mindset that failed to 
maximize safety in the challenging deep sea environment. 

It is important to note the picture developing from this investigation is 
not one of technological limits in deep sea drilling; the construction of this 
1 8,000 foot well was not pushing the envelope of engineering know-how so 
far as we have identified. 

The picture developing is not one of unsafe industry practices, although 
clearer, more focused industry standards may be in order going forward. 
Available evidence suggests use of best industry practices would have 
resulted in more cautious designs and testing, more safeguards to minimize 
any loss of control. 

Rather, and quite clearly, the picture developing from our investigation is 
one of questionable decision-making - decision-making by people charged 
with designing and successfully drilling, constructing, and controlling a well 
that was a mile underwater. It is a picture composed of a series of choices, 
which, taken together, created an oil well particularly vulnerable to a 
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blowout, and of people who may have been distracted, unaware, or resistant 
to the problems developing below them. 

Documents show that BP was prepared to run a test on the quality of the 
cement job securing the well, but chose not to when unrelated drilling 
measurements looked okay. I cannot understand why, given the history of this 
particular well, with four previous well-control incidents in the two months 
prior to April 20, the rig personnel appeared to take their eye off the ball. 

BP employees were key decision-makers. Certainly others - contractors, 
subcontractors, and federal regulators - may have contributed to the incident. 
The role of the federal government especially, including in the overall 
effectiveness of the response and efforts to help those harmed by this incident, 
remains a critical piece that we must pursue to ensure a competent investigation. 

But it is BP decision-making about the well design, the cementing 
program and preparation, the integrity tests - or lack there of- the failure to 
follow certain best practices, that our investigation to date is showing were 
critical factors in this incident. 
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But this decision-making is difficult to square with the avowed priorities of 
BP’s Chief Executive. Mr. Hayward, in an interview before you became 
chief executive, you described how the death of a worker on an operation 
you were leading in Venezuela shaped your opinions. You said; “I went to 
the funeral to pay my respects. At the end of the service, his mother came 
up and beat me on the chest. ‘Why did you let it happen?’ she asked. It 
changed the way I think about safety. Leaders must make the safety of all 
who work for them their top priority.” 


Mr. Hayward, I respectfully request you answer this question in your 
opening statement, if not for me, then for the widows of the 1 1 men lost on 
Deepwater Horizon: 

You have been the BP chief executive since 2007. You said safety is your 
number one priority and would focus on it like a laser beam. As an effective 
Chief Executive, one would expect your directives and priorities would be 
carried out by your employees. We have now learned from this 
investigation that BP employees made five critical decisions that may have 
contributed to well failure where safety was traded off- it was not the 
priority. 

Will you insist before this Subcommittee today that all decisions by BP 
employees related to Deepwater Horizon reflected your priority of safety- 
first? 


Mr. Chairman, the disaster in the Gulf of Mexico shows the 
consequences of a series of unchecked, bad decisions. We in Congress and 
the federal government must also be mindful of the consequences of bad 
decision-making. At a field hearing last week in Chalmette, Louisiana, the 
Subcommittee learned that some of the Administration’s decisions are 
threatening the livelihoods of workers and families who depend on the 
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energy industry. Our hearing today looks at the consequences of bad 
decisions and the lessons learned; may we have the wisdom and humility to 
take some of those lessons and apply them to ourselves. 
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Mr. Stupak. Thank you, Mr. Burgess. 

I would next like to turn to the chairman of the Energy and En- 
vironment Subcommittee and chairman of the Select Committee on 
Climate, Mr. Markey, 5 minutes for an opening statement, please. 

OPENING STATEMENT OF HON. EDWARD J. MARKEY, A REP- 
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH 

OF MASSACHUSETTS 

Mr. Markey. Thank you, Mr. Chairman, very much. 

I want to begin by disagreeing in the strongest possible terms 
with what Mr. Barton said in his opening statement. 

Not only is the compensation fund that was created yesterday at 
the White House in an agreement reached between BP and Presi- 
dent Obama not a slush fund and not a shakedown; rather, it was 
the Government of the United States working to protect the most 
vulnerable citizens that we have in our country right now, the resi- 
dents of the gulf. It is BP’s spill, but it is America’s ocean and it 
is American citizens who are being harmed. 

We cannot wait, as unfortunately so many citizens who were vic- 
tims of the Exxon Valdez spill had to wait years in order to see 
those families compensated. We can’t lose sight of the fact that the 
1984 Bhopal disaster and the lawsuits that were related to it were 
only settled last week. We have to ensure that the citizens of the 
gulf are protected. 

In a hearing which this subcommittee conducted in New Orleans 
last Monday, we heard from a fisherman who brought absolutely 
impeccable records which proved that he and his family had made 
$27,000 last May. And, after examining the documents, BP gave 
the family $5,000. 

The families in the gulf will be crushed financially unless this 
compensation fund is put into place. As each day and week and 
month goes by, the history of these families are going to be altered, 
and permanently altered, unless they are given the financial capac- 
ity to take care of their loved ones, their children, their families. 

That is why this compensation fund is so important. That is why 
it is not a slush fund. That is why it is not a shakedown. 

It is, in fact. President Obama ensuring that a company which 
has despoiled the waters of our Nation is made accountable for the 
harm which is done to our people — a company which said for the 
first week that it was only 1,000 barrels of oil per day, when we 
now know that they knew it was at least 1,000 to 14,000 barrels; 
a company which continues to deny that there are underwater toxic 
plumes; a company which has not been providing the proper protec- 
tive gear for the workers in the gulf; a company which contended 
it could respond to a spill of 250,000 barrels per day. 

No, this is not a shakedown of their company. This is the Amer- 
ican Government, President Obama ensuring that this company is 
made accountable and sending a signal to all other companies that 
seek to treat ordinary American families in a way that can destroy 
their entire family’s history. 

This is, in my opinion, the American Government working at its 
best. This is creating truly the kind of partnership between the 
public and private sector that can make sure that innocent victims 
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are not roadkill as a result of corporate plans that did not actually 
factor in the harm that can occur to ordinary families. 

So I just could not disagree more strongly. I think that this is, 
in my opinion, one of the most important hearings that this Con- 
gress will ever have, because it is sending a signal to any corpora- 
tions out there, including the ones that testified on Tuesday that 
all admitted that they had no plans either to respond to the harm 
which could be done in the gulf if one of their rigs had the same 
kind of catastrophic event, that they will be made accountable. 

So I thank you, Mr. Chairman, for holding this hearing. 

And I thank you, Mr. Hayward, because yesterday was the day 
where the page began to be turned and we moved to a new era 
where, in fact, your company is made accountable and the citizens 
of the gulf are made whole. 

Thank you, Mr. Chairman. 

Mr. Stupak. Thank you, Mr. Markey. 

I next turn to Mr. Sullivan for an opening statement. Three min- 
utes, please, sir. 

OPENING STATEMENT OF HON. JOHN SULLIVAN, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF OKLA- 
HOMA 

Mr. Sullivan. Chairman Stupak, thank you for holding this 
hearing today. 

On April 20, 2010, a fire and explosion occurred on the British 
Petroleum-Deepwater Horizon oil rig in the Gulf of Mexico. This 
terrible disaster resulted in the loss of 11 lives and injured many 
more members of the 126-person crew. 

There is no question that the BP oil spill is a tragedy. In fact, 
it is the worst environmental disaster in our Nation’s history. I be- 
lieve we must do everything in our power to cap the leak, find out 
what caused the explosion, and ensure nothing like this ever hap- 
pens again. 

BP must bear the entire financial burden for this disaster, and 
the American taxpayer should not be on the hook for a dime. 

According to the Occupational Safety and Health Administration, 
there is mounting evidence that BP has one of the worst safety 
records of any major oil company operating in the United States. 
To this end, I am looking forward to examining with Mr. Hayward 
whether there is a deficient safety culture at BP that led to this 
disaster and other recent ones, including the BP refinery explosion 
in 2005 in Texas City, Texas, and a BP pipeline spill in 2007 which 
released 200,000 gallons of oil into the Alaskan wilderness. 

Mr. Hayward, why is BP’s record on safety so spotty? 

What is equally as important as our efforts to combat the spill 
is the knee-jerk legislative reaction from this Congress. Right now, 
the administration and their allies in the House are more focused 
on the politics of putting the oil and gas industry out of business 
than on solutions to the problem. 

Instead of working in a bipartisan way to push for rigorous safe- 
ty standards on all offshore rigs, the administration is exploiting 
this disaster to advance this disastrous cap-and-trade energy pol- 
icy, which won’t stop the well from leaking but, rather, will only 
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serve as a national energy tax on the American people, crippling 
our economy and making the unemployment lines longer. 

I believe Congress should work towards implementing rigorous 
safety inspection standards for all offshore rigs, but with nearly 30 
percent of our Nation’s oil and 11 percent of our gas reserves lo- 
cated offshore, a ban on offshore drilling will only put Americans 
out of work. And it will send energy and gas prices through the 
roof and increase our reliance on foreign, imported oil. 

We still have work to do to uncover exactly what went wrong, 
and many questions remain on the ongoing efforts to contain the 
leak. This tragedy should not be used as an excuse to roll back the 
gains we have made in finding new ways to develop our energy re- 
sources, as we will need more oil and natural gas to meet the cru- 
cial needs of our Nation. 

And I yield back the balance of my time. 

Mr. Stupak. Thank you, Mr. Sullivan. 

Next we would like to hear from the chairman emeritus of the 
Energy and Commerce Committee, Mr. Dingell of Michigan, for 5 
minutes, please, sir. 

OPENING STATEMENT OF HON. JOHN D. DINGELL, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF MICHI- 
GAN 

Mr. Dingell. Mr. Chairman, I commend you for holding this im- 
portant hearing today. 

We sit here on day 59 of the worst environmental disaster in the 
history of this country. Eleven people are dead. The already-fragile 
economy of an entire region is in real danger of shattering. We will 
be feeling the environmental consequences for years to come. 

And God Almighty alone knows what the health and environ- 
mental effects of the containment and cleanup strategies will be — 
millions of gallons of chemical dispersants and controlled burns. 
Sadly, we can’t even get a decent estimate of the amount of oil and 
gas that is spewing out into the water. 

BP has been before this committee many times, and rarely has 
it been a pleasant meeting, because invariably they have appeared 
here to defend serious failures on the part of the company. The 
company has a history of cutting corners, apparently for the al- 
mighty dollar. 

Texas City, they paid there $50 million in criminal fines. Alas- 
ka’s North Slope, which was investigated by this subcommittee, 
where a pipe corroded, allowing 1 million liters of oil to spill. In 
each instance, we were hoping, but the assurances given by BP 
that this would not happen again have been, regrettably, untrue. 

In reference to a decision on how to secure the final 1,200 feet 
of the well, a single casing, or tieback, a BP engineer said, “Not 
running the tieback saves a good deal of time and money.” 

In reference to installing more centralizers, BP’s well team lead- 
er said, “It will take 10 hours to install them. I do not like this. 
I am very concerned about using it.” So, also, were we. 

On the same matter, BP’s operations drilling engineer said, 
“Even if the hole is perfectly straight, a straight piece of pipe even 
in tension will not seek the center of the hole unless it has some- 
thing to centralize it.” And I want you to listen to this. “But who 
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cares? It is done. End of story. It will probably be fine” — and note 
the word “probably” — “and we will get a good cement job. I would 
rather have to squeeze than get stuck. So guard right on the risk- 
reward occasion.” 

Mr. Chairman, the comments of our witness today reveal little 
sorrow for the events that have occurred. And here he said, “The 
Gulf of Mexico is a very big ocean. The amount of volume of oil and 
dispersant we are putting in is tiny in relation to the total water 
volume.” And then, “The environmental impact of the disaster is 
likely to be very, very modest.” I wonder if he wishes to stand on 
that statement today. 

When Mr. Hayward responded to the claims that cleanup work- 
ers were becoming ill because of oil fumes and such, he said this: 
“Food poisoning is clearly a big issue.” 

And, finally, most famously, Mr. Hayward informs us he “wants 
his life back.” 

Last year, Mr. Hayward enjoyed a splendid 41 percent pay raise, 
even as BP’s profits dropped 45 percent. Now, I just happen to be 
a poor Polish lawyer from Detroit, but it seems to me that this is 
a curious response to a drop in profits. It makes me wonder what 
the compensation package of our witness will be this year. 

Mr. Chairman, again, I thank you for your diligence and hard 
work on this issue. I look forward to hearing from our witnesses 
today and look forward to working with you on this matter. Thank 
you. 

Mr. Stupak. Thank you, Mr. Chairman. 

Next, Mrs. Blackburn for an opening statement, please. 

OPENING STATEMENT OF HON. MARSHA BLACKBURN, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF TEN- 
NESSEE 

Mrs. Blackburn. Thank you, Mr. Chairman. I thank you and 
Ranking Member Burgess for holding the hearing today. 

Mr. Hayward, I thank you for your willingness to testify before 
this committee. 

You know, when news of the BP spill began and information 
about the well started to circulate, it seemed that there were prob- 
lems not only with BP but also with the MMS bureaucracy and 
that maybe the problem lay there, rather than with anything that 
could have gone wrong with BP, that it was there with MMS. 

What we have learned and confirmed is that that is not correct, 
that the problem does lie with BP in what went wrong. And while 
there are many faults with MMS in doing its job on inspection and 
safety oversight, most of the data now points to wrong decision- 
making by BP’s management. 

And this is not the first time — and we have talked about that in 
several of our opening statements this morning — it is not the first 
time that you have been before this committee on safety problems. 
And, certainly, as recently as the Texas 2005 and Alaska 2007 inci- 
dents, which revealed insufficient protocols in BP’s management 
and safety hierarchy, there was this statement from BP that you 
all would, quote/unquote, “focus like a laser on safety.” 

And it is concerning to us that the appearance is, Mr. Hayward, 
that BP has not learned from previous mistakes. So it leaves us 
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asking the questions of you and of BP: Was this accident caused 
by negligence? It was caused by risk-taking? Was it caused by cost- 
cutting measures by BP decision-makers? 

And, unfortunately, for citizens, beaches, and wildlife all along 
the coastal region, they are paying a price for those misplaced deci- 
sions. BP cannot blame Mother Nature or equipment failure or 
even other subcontractors. Their actions have put at risk the liveli- 
hood of communities and businesses that depend on the gulf not 
only for seafood and tourism but also energy production that this 
Nation as a whole relies upon. 

In addition, the current administration also shares a significant 
portion of the blame for the oil spill. I mentioned MMS earlier. And 
the MMS officials approved inadequate spill response plans, and 
field inspectors rubber-stamped inspection papers submitted by oil 
companies. This is another area where we, as Members of Con- 
gress, in doing our due diligence, will ask you all and MMS why. 

But what is the most damaging is that the President and senior 
officials knew on day one the blowout preventer was not working 
and knew of the potential spillage. While BP shoulders much of the 
responsibility for this spill, the lack of effort by this administration 
to contain the spill has doomed the economy and wildlife of the gulf 
coast from an oil spill which could have been contained. 

And now, recently imposed drilling moratoriums will further dev- 
astate America’s energy production and will destroy hundreds of 
thousands of jobs in the gulf coast region. 

Thank you for being with us today. 

Mr. Chairman, I yield back the balance of my time. 

Mr. Stupak. Thank you. 

We will next turn to the vice chairman of the subcommittee, Mr. 
Braley, for an opening statement. Three minutes, please, sir. 

OPENING STATEMENT OF HON. BRUCE L. BRALEY, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA 

Mr. Braley. Thank you, Mr. Chairman. 

Mr. Hayward, you are not going to get a lecture from me today, 
and you are not going to get an apology either, because we are here 
to get to the bottom of the decision-making process that BP fol- 
lowed, and I think, quite frankly, the people who live along the af- 
fected area of the gulf coast deserve those answers from you. 

We were in Chalmette, Louisiana, last week, and we had the op- 
portunity to hear from a variety of individuals whose lives have 
been devastated by this oil disaster. And I use the word “disaster” 
specifically because I don’t think “spill” quite captures the mag- 
nitude of what is going on. 

The American people are frustrated because we were first told 
that this was a 1,000-barrel-per-day release, and then about a 
week later that was updated to 5,000 barrels per day, and then at 
the end of May it was adjusted upward to 15,000 to 19,000 barrels 
per day, and then this week we were informed that it could be as 
high as 60,000 barrels per day. That works out to 2.5 million gal- 
lons a day, 17.5 million gallons per week. And over the length of 
this disaster, it could be up to the level of the largest release of oil 
in the North American continent in history, unintended. 
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One of the things I think we need to know about today is the de- 
cisions that your company made and who made them that led to 
this explosion and the subsequent disaster, what your company is 
doing to fix this enormous problem, and about your future commit- 
ments to all of the affected workers, families, and communities who 
have been devastated by this disaster. 

And I think it would be helpful for you and everybody in this 
hearing room to hear from the two women who testified at our 
hearing in Louisiana last week, because they raised some very 
pointed questions that were directed to your company, sir. And 
they were questions that were raised after they gave passionate 
testimony of wanting the oil and gas business to continue in Lou- 
isiana and the gulf coast region. 

So I would like to have you listen to their comments in the hear- 
ing. This is Natalie Roshto. 

[Video played.] 

Mr. Braley. These are now widows with small children to take 
care of, and they are the symbols and the faces of this disaster. 

And I look forward to your testimony. 

I yield back the balance of my time. 

Mr. Stupak. Thank you. 

We will next turn to Mr. Gingrey from Georgia for a 3-minute 
opening statement, please. 

OPENING STATEMENT OF HON. PHIL GINGREY, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF GEORGIA 

Mr. Gingrey. Thank you, Mr. Chairman. 

First, I want to again express my sorrow to the families of those 
who lost their lives on April the 20th, 2010. 

Through all the hearings and legislative consideration, we must 
remember those lives and the lives of their families, as we just 
saw, that were forever changed on that fateful April day. And we 
certainly must continue to keep them in our thoughts and in our 
prayers. 

Further, we have an obligation, not only to those families but 
also to everyone affected by the aftermath, to get to the bottom of 
the causes of this accident and the failure to secure the situation 
and stop the devastation wreaked upon the gulf coast. 

Mr. Chairman, we have an opportunity in this oversight hearing 
to ask questions that get to the facts of what happened. However, 
today’s hearing is incomplete. We can only ascertain half of the 
story today because we do not have anyone representing the ad- 
ministration, the Minerals Management Service, to discuss their 
oversight role and their responsibility in ensuring that an accident 
like this didn’t happen. 

Deep-ocean drilling is not new. In fact, we have been doing it for 
decades in the gulf coast. Why did this happen now? I have heard 
some assert that it was the lax oversight of the previous adminis- 
tration that led to this accident. Well, if that is the case, why did 
this not happen during the last decade? Why did this occur almost 
a year and a half into the current administration? 

We need to hear from our own Department of Interior and the 
Minerals Management Service. Certainly, Mr. Hayward should be 
prepared to answer for BP’s responsibility, but we will also need 
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answers from the administration so that we can demand account- 
ability and implement prudent reforms to return us to safe drilling 
in our oceans. Because simply saying “no” to further and new drill- 
ing is not a realistic answer. 

I further realize there are some in this administration who have 
a penchant for not letting a crisis go to waste. But for a nation de- 
pendent on foreign oil, for a nation with unemployment hovering 
at 10 percent, we can’t just say we can’t do this. We can’t take our 
ball and go home, when the consequences mean a weaker America. 
Everyone dependent on foreign fuels are all too inclined, it seems, 
to let jobs leave this country. 

No, Mr. Chairman. We have to understand what happened on 
and leading up to April 20th. We need to answer those questions 
to determine if the rules or the agency oversight were insufficient 
or if this was purely an act of negligence or wanton disregard for 
sound regulations. Now, we can try to enact the perfect reform that 
ensures this never happens again, but it will not change the path 
or the toll upon the lives forever changed. 

Mr. Hayward, the responsibility to make these families whole 
falls to you and your company, BP. You have an obligation to right 
this wrong, and not only the public trust but also the belief in the 
free market and entrepreneurship demand it. 

And, Mr. Chairman, I await the opportunity to ask questions, 
with the hope that we will soon discuss these same matters with 
our own administration. 

And I yield back. 

Mr. Stupak. Thank you, Mr. Gingrey. 

Ms. DeGette for an opening statement, 3 minutes, please. 

Ms. DeGette. Mr. Chairman, as this is an investigative hearing, 
I will submit my excellent opening statement for the record in 
order to have more time for questioning the witness. 

Mr. Stupak. Very well. 

[The prepared statement of Ms. DeGette was unavailable at the 
time of printing.] 

Mr. Stupak. Mr. Doyle, opening statement? 

OPENING STATEMENT OF HON. MICHAEL F. DOYLE, A REP- 
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH 

OF PENNSYLVANIA 

Mr. Doyle. Mr. Chairman, thank you for convening this hearing 
today so we can begin to understand what went so tragically wrong 
on the Deepwater Horizon. 

We are now 59 days into this environmental and economic trag- 
edy, and oil continues to gush into the Gulf of Mexico. The esti- 
mates for how much oil spills into the gulf each day continue to 
rise, and we still have no way to cap the well in the near future. 
We sit helplessly as we wait for a relief well to be completed. 

As the details and facts about Deepwater Horizon come to light, 
it is clear to us all that the decisions made by officials at BP re- 
flected bad judgment at best and criminal negligence at worst. 
Through this committee’s investigation, we have learned that, at 
nearly every turn, BP cut corners. In well design, the number of 
centralizers they used, whether to run a cement bond log, circu- 
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lating drilling muds and securing the wellhead with a lockdown 
sleeve, BP took the path of least resistance. 

On Tuesday, colleagues and competitors from the oil and gas in- 
dustry provided sworn testimony that they believed BP had delin- 
quencies in well design and failed to follow the best practices of the 
industry. Now we learn that BP had several warnings about the 
Macondo well, with one of their own engineers calling it a “night- 
mare well.” But instead of treating the well with caution, it seems 
that BP’s only interest was in completing the well quickly and 
cheaply. 

Many questions still need to be answered. Were BP employees on 
the Deepwater Horizon given orders from BP officials to speed up 
the Macondo well? Were they told to slash costs wherever possible? 
Why would a team onboard the rig that tests the cementing of the 
well be sent home before performing the test? Surely if a cement 
bond log was ever necessary, it would be in a “nightmare well” sit- 
uation. But sending the team home, BP saved $100,000 and 9 or 
10 hours of work. 

Mr. Hayward, I hope you are here today to answer questions 
about the decision made on Deepwater Horizon that led to this 
tragic and deadly blowout. Earlier this week, this committee sent 
you a letter with detailed information about topics we would like 
you to address today. In reviewing your statement submitted for to- 
day’s hearing, I am extremely disappointed in your avoidance of 
the requested topics. I certainly hope that you use the opportunity 
today to answer our questions openly and truthfully. 

I know BP has committed to clean up the gulf region, and I ex- 
pect that commitment to be ongoing. I welcome your pledge to pay 
damages through a $20 billion escrow fund. But that is just the tip 
of the iceberg. Rebuilding the public’s trust in your company and 
your industry will take years and many serious changes in the way 
you do business. 

When you operate on our land and in our waters, you are only 
there because the public’s trust has allowed you to be there. You 
violated that trust in the worst possible way. 

Mr. Hayward, I look forward to your testimony. I look forward 
to your answers to our questions and your ongoing efforts to regain 
America’s trust. 

Mr. Chairman, I yield back. 

Mr. Stupak. Thank you, Mr. Doyle. 

Mr. Griffith for an opening statement, 3 minutes, please. 

OPENING STATEMENT OF HON. PARKER GRIFFITH, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF ALABAMA 

Mr. Griffith. Thank you, Mr. Chairman and Ranking Member, 
for calling this important hearing today and, Mr. Hayward, for tak- 
ing time to come before our subcommittee to discuss what hap- 
pened on the Deepwater Horizon. 

I know that, like us, your number-one priority is stopping the 
flow of oil. Congress and this committee owe it to the American 
people to do whatever we can to aid the unified command in reach- 
ing this goal. This is a time for engineering and action, and I hope 
you will let us know what we can do in Congress to be helpful. 
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There are still many questions to be answered about what hap- 
pened on the Deepwater Horizon, and unfortunately we do know 
that, from the documents that we are reviewing, it does not look 
good. 

My hope for our hearing today is that we will be able to put po- 
litical public-relations shenanigans aside and focus on under- 
standing why decisions were made and how BP and the industry 
can ensure that they learn from this incident so that drilling safely 
for our valuable resources can continue. 

And I might say this to you: You are never as good as they say 
you are or as bad as they say you are. So this hearing will go back 
and forth. 

The other thing I would like to remind the committee is that the 
greatest environmental disaster in America has been cigarettes. 
Sixty thousand Americans this year will die from cigarette-related 
cancer. So if we are going to talk about the environment, let’s be 
sure we don’t leave that out. I am a cancer specialist, by the way, 
by training, and I never fail to bring that up. 

So the environment is an important concept. We regret the loss 
of life. But there is much that we can do and we will put this in 
perspective. This is not going to be the worst thing that has ever 
happened to America. 

Thank you. 

Mr. Stupak. Ms. Schakowsky, 3 minutes opening statement, 
please. 

OPENING STATEMENT OF HON. JANICE D. SCHAKOWSKY, A 

REPRESENTATIVE IN CONGRESS FROM THE STATE OF ILLI- 
NOIS 

Ms. Schakowsky. Thank you, Mr. Chairman. 

At this very moment oil is gushing from the Deepwater Horizon 
blowout at a rate between, we learned, 35,000 and 60,000 barrels 
a day, killing animals, destroying fragile wetlands, and wiping out 
entire populations of fish, and along with it the jobs of hundreds 
of thousands of people. 

Most upsetting about this travesty is that it could have been 
avoided. As the ongoing investigation by this committee has al- 
ready discovered, BP executives created an atmosphere where safe- 
ty concerns were ignored in order to ensure that the company’s al- 
ready staggering profits this year, approximately $93 million a day 
in the first quarter, continued unabated. This appalling disregard 
for the Gulf Coast and its inhabitants is without question one of 
the most shameful acts by a corporation in American history. 

Sadly, the Deepwater Horizon spill is just the most significant 
example of BP’s disregard for the environment and the well-being 
of its workers. A report published by the Center for Public Integrity 
found that between June 2007 and February 2010, BP received a 
total of 862 citations from the Occupational Safety and Health Ad- 
ministration. Of those, a staggering 760 were classified as being 
egregious and willful, compared with 8 at the 2 oil companies tied 
for second place. 

Inexcusably this pattern of behavior continued in the spill’s after- 
math. I hold in my hand a document called Voluntary Waiver of 
Release that BP made unemployed fishermen sign before they 
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could be hired for spill cleanup. The waiver states, I hereby agree 
on behalf of myself and my representatives to hold harmless and 
to indemnify and to release, waive and forever discharge BP Explo- 
ration Production, Inc., from all claims and damages that I or my 
representatives may have with regard to my participation in the 
spill response activities. 

I know that you said this was an early misstep and that this was 
just a standard document, but this was a first response that you 
had to people that were hired. And outrage does not begin to ex- 
press my feeling. These are people who are unemployed because of 
the recklessness of BP, forced to take jobs cleaning up BP’s mess 
in order to survive, yet to qualify for those jobs they had to hold 
BP harmless for any further damages that they may suffer in BP’s 
employ. This from a company that made $93 million a day. 

Fortunately, a court trumped your fancy lawyers who wrote this 
document, but still it begs the question, how could you do that? 

I am glad that you are here, Mr. Hayward. I expect you to ex- 
plain why your company has operated in such a wholly unaccept- 
able manner. In the final analysis, the simple fact remains that if 
BP had thought more about the residents, as these widows said, 
and the workers, as these widows said, rather than the already ex- 
orbitant profits of its shareholders, we would not be here today. 

I yield back. 

Mr. Stupak. Mr. Latta for an opening statement, 3 minutes, 
please. 

OPENING STATEMENT OF HON. ROBERT E. LATTA, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO 

Mr. Latta. Thank you, Mr. Chairman, Ranking Member Bur- 
gess. I want to thank you for holding this subcommittee hearing on 
the role of BP in the Deepwater Horizon oil rig explosion and the 
ongoing oil spill in the Gulf of Mexico. 

First and foremost, I also want to extend my heartfelt condo- 
lences to the families of those who have lost loved ones and to 
those who have been injured. The unprecedented scale of the spill 
and its increasing harmful impact on the gulf economy and envi- 
ronment demand a thorough investigation of BP’s actions and inac- 
tions, as well as BP’s current and future plans. 

The flow of oil must be stopped. Every day anywhere from 35,000 
to 60,000 barrels are spilling into the gulf, and only 15,000 barrels 
a day are being captured. The environmental effects on the oil spill 
are harming shorelines and coastal wetlands, fisheries and fishery 
habitat, as well as marine mammals and sea turtles. What is 
worse, we will not fully know the ecological ramifications of the oil 
spill until years down the road. Furthermore, local businesses suf- 
fering ^eat losses, including jobs and revenues that are dependent 
on tourism, are being threatened. 

The NOAA announced a revised commercial recreation fishing 
closure in the oil-affected portions of the Gulf of Mexico, accounting 
for 33 percent of the Gulf of Mexico’s exclusive economic zone. As 
oil continues to flow, this area is sure to enlarge, further exas- 
perating the economic damage. A recent economic impact study by 
the American Sportfishing Association indicated that the entire 
Gulf Coast will close to recreational fishing from May through Au- 
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gust. The region will lose $1.1 billion in revenue, which supports 
2.5 billion in total sales, 1.3 billion value added, 811.1 million in- 
come and 18,785 jobs. This potential economic damage is dev- 
astating to an area that has already suffered greatly from the 
aftermath of natural disasters. 

Americans continue to be frustrated at the lack of management 
and solutions from all parties involved, and I am interested to hear 
more about the coordinated efforts between BP and the administra- 
tion. The economic and environmental magnitude of this disaster 
necessitates a clear understanding of what went wrong, and BP 
needs to be held accountable for the disaster. 

I also look forward to having MMS and the Department of Inte- 
rior before this subcommittee to also — for them to answer some 
tough questioning. 

I look forward to hearing Mr. Hayward’s testimony, and I yield 
back the remainder of my time. Thank you. 

Mr. Stupak. Thanks, Mr. Latta. 

[The prepared statement of Mr. Latta follows:] 
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Congressman Robert E. Latta 
The Committee on Energy & Commerce 
Subcommittee on Oversight and Investigations 
Opening Statement - For the Record 
June 17,2010 

MR. CHAIRMAN; RANKING MEMBER BURGESS: Thank you 
for holding this subcommittee hearing on the role of BP in the 
Deepwater Horizon oil rig explosion and the ongoing oil spill in the Gulf 
of Mexico. First and foremost, I want to extend my heartfelt 
condolences to the families of those who have lost loved ones, and to 
those who have been injured. The unprecedented scale of the spill, and 
its increasingly harmful impact on the Gulf economy and environment, 
demand a thorough examination of BP’s actions and inactions as well as 
BP’s current and future plans. 

The flow of oil must be stopped. Each day anywhere from 35,000 
to 60,000 barrels are spilling into the Gulf, and only 15,000 barrels a day 
are being captured. The environmental effects of the oil spill are 
harming shorelines and coastal wetlands, fisheries and fisheries habitat, 
as well as marine mammals and sea turtles. What is worse, we will not 
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fully know the ecological ram ifications of the oil spill until years down 
the road. 

Furthermore, local businesses are suffering great losses, including 
jobs and revenues that depend on tourism that are being threatened. 
NOAA announced a revised commercial and recreation fishing closure 
in the oil-affected portions of the Gulf of Mexico amounting to 33% of 
the Gulf of Mexico exclusive economic zone. As oil continues to flow, 
this area is sure to enlarge, further exacerbating the economic damage. 

A recent economic impact study by the American Sportfishing 
Association indicated that if the entire Gulf were closed to recreational 
fishing fi:om May through August, the region would lose $1.1 billion in 
revenue, which supports $2,5 billion in total sales, $1.3 billion in value 
added, $811.1 million in income and 18,785 jobs. This potential 
economic damage is devastating to an area that has already suffered 
greatly from the aftermath of natural disasters. 

Americans continue to be ihistrated with the lack of management 
and solutions from all parties involved, and I am interested to hear more 


about the coordinated efforts between BP and the Administration. The 
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economic and environmental magnitude of this disaster necessitates a 
clear understanding of what went wrong and, and BP needs to be held 
accountable for the disaster. 

I also look forward to having MMS and the Department of Interior 
appear before this subcommittee to also answer tough questioning. 

I look forward to hearing Mr. Hayward’s testimony and I yield 
back the remainder of my time. 
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Mr. Stupak. Mr. Ross, 3 minutes opening statement, please, sir. 

OPENING STATEMENT OF HON. MIKE ROSS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF ARKANSAS 

Mr. Ross. Thank you. Chairman Stupak, for holding today’s 
hearing to examine BP’s actions and decisions that directly led to 
the tragic explosion and oil spill that continues to gush and wreak 
havoc on the Gulf Coast at a rate up to over 1,700 gallons per 
minute. In fact, Mr. Hayward, since this hearing began a little over 
an hour ago, up to 112,847 gallons have been dumped into the gulf 

On day 59 of this environmental and economic disaster, with up 
to 60,000 barrels a day spilling into the gulf, I continue to be frus- 
trated and downright angry by BP’s response and lack of a clear 
and productive plan to stop the leak or efficiently clean up the oil 
that is destroying the ecosystems that surround the gulf 

Reports have surfaced revealing that in the days and weeks be- 
fore the explosion, BP knowingly made a number of decisions that 
increased the danger of an explosion and spill occurring. It seems 
apparent that BP put profit before safety. Many people are dead; 
millions of gallons of oil continue to spew into the gulf. I am hope- 
ful that Mr. Hayward can explain today why these decisions were 
made, how his company’s actions led to this disaster, and what 
they are doing to remedy it. 

As oil floats into the marshes and onto the beaches, as shrimping 
vessels sit tied to docks, as restaurants and businesses during their 
peak season remain without tourists and customers, and as home- 
owners see their property values plummet, the people and wildlife 
of the Gulf Coast wait and wonder about how extensive the damage 
to the ecosystem or the economy will be. 

This spill is not only affecting the Gulf Coast, the jobs and econo- 
mies of the surrounding States are hurting as well. My State of Ar- 
kansas borders Louisiana, and many of my constituents, people I 
know in my hometown, work on offshore rigs. These jobs are also 
at risk, and I hope BP will take responsibility for all those who are 
affected by this spill, regardless of where they live, and work to 
help pull them through this disaster as well. 

This bill is a wake-up call that must result in better government 
oversight, more advanced technology, stronger response plans and 
improved safety standards not only by BP and every oil company 
in America, but also by our government. Above all, this disaster is 
a learning experience that will help us prevent a tragedy like this 
from ever happening again, and I am hopeful this hearing can pro- 
vide the answers and solutions necessary to begin that process. 

Mr. Hayward, I truly hope that you will give us open and honest 
answers today and not those prepared by your legal team. 

With that, Mr. Chairman, I yield back. 

Mr. Stupak. I would next like to call on Mrs. Christensen of the 
Virgin Islands for an opening statement, please. 

OPENING STATEMENT OF HON. DONNA M. CHRISTENSEN, A 
REPRESENTATIVE IN CONGRESS FROM THE VIRGIN ISLANDS 

Mrs. Christensen. Thank you, Mr. Chairman, and thank you for 
holding this important hearing. 
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The explosion on the Deepwater platform and the subsequent 
outpouring of hundreds of thousands of gallons of oil into one of the 
most sensitive and important bodies of water in their country is in- 
deed a tragic accident which caused 11 deaths, many injuries and 
will have deep, longlasting, debilitating and expensive repercus- 
sions. The people of this country need to know what happened and 
who is responsible. 

All that has transpired since April 20 says to me that not only 
BP, but no company that is drilling anywhere in our Outer Conti- 
nental Shelf is prepared to deal with a spill at this depth. They are 
all there applying the best efforts, using the best available tech- 
nology, and still 59 days later an end is not in sight. This is not 
acceptable. 

What has also become clear is that while BP repeatedly used 
shortcuts, they were warned not to, which may have turned out to 
have caused the explosion, the deaths, injuries and the devastating 
spill. They are not the only ones at fault. They could not have cut 
some of those corners without the complicity of employees at some 
of the responsible government agencies who did not do their job. 

We are all appalled that lives are lost by decisions made appar- 
ently in the interest of cutting costs, but also by the lack of ade- 
quate preparation for this worst-case scenario that we are facing 
today. 

The fact that the industry did not ensure that response tech- 
nology kept pace with deeper drilled wells lays blame at all of their 
feet, but we still cannot ignore the decisions made by BP, which, 
if they had been different, 11 people might still be alive today. 

We as a Congress, along with our President, who has had more 
than his share of crises that are not of his making, have some 
major challenges and critical decisions ahead. I hope in the name 
of the 11 who died, the many more who were injured, the affected 
families, and those who now depend on OCS platforms for their 
livelihood that this and all of the hearings will help us to go beyond 
a knee-jerk reaction to do the right thing for the region and our 
country; that BP and any other responsible party will be held fully 
accountable and responsible; and that the petroleum and natural 
gas companies learn important lessons to ensure this does not hap- 
pen again. 

I want to thank you, Mr. Hayward, for being here. I look forward 
to your full testimony and the answers to the questions we will ask 
on behalf of the people of the region and on behalf of the American 
people. 

I yield back, Mr. Chairman. 

Mr. Stupak. Thank you. 

Mr. Welch, opening statement, please. 

OPENING STATEMENT OF HON. PETER WELCH, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF VERMONT 

Mr. Welch. Thank you, Mr. Chairman. 

Mr. Hayward, in the 59 days since the Deepwater Horizon explo- 
sion caused this extraordinary environmental catastrophe and eco- 
nomic catastrophe, we have heard time and again from BP that 
this was an aberration. The facts regrettably tell a very different 
story. 
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In 2005, when BP’s Texas City operation blew up, 15 workers 
lost their lives. In 2006, a BP oil pipeline in Texas ruptured and 
spilled 200,000 gallons of crude oil. In 2007, the year you became 
CEO, the BP Corporation settled a series of criminal charges — not 
civil charges, criminal charges — and paid $370 million in fines. 

And according to RiskMetrics, independent organization, BP has 
one of the worst health, environment and safety records of any 
company in the world. And in only 1 year, the Occupational Safety 
and Health Administration, OSHA, found more than 700 violations 
at BP’s Texas City refinery, and BP paid a record $87 million in 
fines. 

An independent review panel charged BP with putting profits be- 
fore safety, and earlier this year a BP refinery in Toledo was fined 
$3 million for willful safety violations, including the use of valves 
similar to those that contributed to the Texas City blast. 

And finally, of course, we have the Deepwater Horizon catas- 
trophe, and the more evidence that comes in, the more it’s clear 
that that event was foreseeable, and it was avoidable. After the ex- 
plosion, the BP said there was no oil leaking. Then it said there 
was 1,000 barrels a day leaking. Then it went to 5,000 barrels. We 
are now up to 60,000 barrels. 

For 59 days, Mr. Hayward, BP has told the American people that 
this was an aberration, that it was a singular occurrence, and that 
it wouldn’t happen again. Mr. Hayward, it’s not an aberration. For 
BP, regretfully, this is business as usual, it’s deja vu again and 
again and again. 

And the question I think many of us have is whether a CEO who 
has presided over a company that has incurred $370 million in 
criminal fines; whose company, according to independent assessors, 
has one of the worst records in the world for safety and consist- 
ently puts money ahead of safety; whose peers, including Mr. 
Tillerson from Exxon Mobil, who testified from where you are 2 
days ago they never — Exxon never would have drilled a well the 
way it did at BP Deepwater Horizon; and who, as CEO, has pre- 
sided over the destruction of nearly $100 billion in shareholder 
value and the suspension of an annual $10 billion dividend; does 
that leader continue to enjoy and have a valid claim on the trust 
and confidence of his employees, his shareholders, the public regu- 
lators and, most importantly, the families and small businesses of 
the Gulf Coast, or is it time, frankly, for that CEO to consider to 
submit his resignation? 

I thank you and yield back. 

Mr. Stupak. Thank you. 

Mr. Green for an opening statement, please. 

OPENING STATEMENT OF HON. GENE GREEN, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. Green. Thank you, Mr. Chairman. 

Mr. Hayward, I appreciate your testimony and your being here 
this morning. And most people on this committee know I am a big 
supporter of Outer Continental Shelf drilling and domestic energy 
production. And I understand from your testimony and our other 
hearings we have held and meetings with the administration that 
efforts to cap the well are going as expeditiously as possible. 
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However, like many of my colleagues here, I am frustrated. I am 
frustrated that it has heen almost 2 months, and we still have 
thousands of barrels of crude oil gushing into the Gulf of Mexico. 
I am frustrated by the threat of this disaster’s impact on our wild- 
life and coastline. And I am particularly frustrated this single inci- 
dent, one well out of thousands of successful wells of this type have 
been drilled, is threatening my constituents’ livelihoods and the 
livelihoods of most of the communities on the Gulf Coast, literally 
from Alabama all the way back to Brownsville, Texas. 

This disaster has caused the oil and gas industry in the Gulf of 
Mexico to shut down. Even if the moratorium does not last 6 
months, it will be too late for many of these folks. But these people 
are not the ones to blame. They are the hardworking people with 
a work ethic like none other that take their responsibility on these 
rigs seriously. 

However, according to the investigation of this subcommittee has 
conducted, it’s obvious that several BP officials on and off the 
Deepwater Horizon rig did not take their responsibility of this rig 
seriously. Halliburton and many others warned BP officials that 
the decisions they were making were bad ones that could lead to 
serious trouble. And now people were losing their jobs because of 
a moratorium on drilling that could have been prevented if BP had 
not chosen expediency over safety, which brings me to my next 
point. 

Whether it was the Alaskan pipeline disaster or the Texas City 
refinery fire where 15 people died, time after time it has been 
shown that BP chooses expediency over safety. Yet, Mr. Hayward, 
in your testimony you write that none of us knows why it hap- 
pened. However, this subcommittee has uncovered five areas where 
BP made decisions that increased the risk of a blowout to save the 
company time and expense. 

I added up the hours that these extra precautionary actions 
would have taken, and it comes to about 3 to 4 days. That’s assum- 
ing that many of these actions would not have occurred simulta- 
neously, which they know they could have. For an extra 3 days of 
work, men’s lives would have been saved, and an industry record 
of safe and responsible production in the Outer Continental Shelf 
would still be in place, which brings me to my last point. 

In your testimony, Mr. Hayward, you say that this incident calls 
into question whether the oil and gas industry can explore for oil 
and gas in safer and more reliable ways and what the appropriate 
regulatory framework for the industry should be. Mr. Hayward, the 
decisions made by a handful of BP individuals called this into ques- 
tion, not this accident, and you should take the responsibility for 
the workers who did nothing wrong and are now losing their jobs. 

Mr. Chairman, I yield back my time. 

Mr. Stupak. Thank you, Mr. Green. 

Ms. Sutton for an opening statement, 3 minutes, please. 

OPENING STATEMENT OF HON. BETTY SUTTON, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO 

Ms. Sutton. Thank you. Chairman Stupak. 

It’s been nearly 2 months since the explosion of the Deepwater 
Horizon drilling rig resulted in the deaths of 11 workers and in- 
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jured additional workers. Since that time we have witnessed the 
worst environment disaster in our Nation’s history, a disaster that 
continues to pour an estimated 60,000 barrels of oil a day into the 
Gulf of Mexico, a disaster that has led to over 66,000 victims filing 
claims to receive compensation. 

Through this subcommittee’s work, several alarming decisions by 
BP have come to light, decisions that were made to save money 
and time. It’s unconscionable when companies pay more attention 
to their costs and their profits than to their own workers’ safety 
and to our environment. 

At our last hearing one witness from Transocean testified that a 
duplicate blowout preventer system cost roughly $15 million, a sys- 
tem not used on the Deepwater Horizon rig. BP also utilized a 
more risky option for steel tubing, saving at least $7 million. BP 
also did not fully circulate drilling mud or secure casing hangers 
between pipes of different diameters. And critical signals were 
brushed aside. When standard methods were not followed to center 
the steel pipe in the drill hole, one of BP’s operations drilling engi- 
neers remarked in an e-mail, quote, “Who cares? It’s done. End of 
story.” 

But these cut corners have been anything but the end of the 
story. As the workers and volunteers from around the country help 
clean up the oil from the disaster, many are becoming ill. Between 
April 22 and June 10, 485 of BP’s own workers have been injured. 
The Louisiana Department of Health is reporting 109 illnesses in 
cleanup workers, and the money and time BP tried to save has 
long been lost as they have already paid $81 million in claims. 

Mr. Hayward, like many Americans, I feel physically sick when 
I see the clips of the oil gushing in the gulf, witnessing the devas- 
tation of our waters and our coast and the wildlife, thinking about 
the lives of the workers killed, and hearing and seeing the pain in 
the faces and the hearts of the people, the families, the small busi- 
nesses, the fishermen and others in the gulf, all consequences of 
this catastrophe. 

This culture of carelessness and taking shortcuts to maximize 
profits at the expense of safety, this “come what may, we will cross 
that bridge when we come to it” attitude is unacceptable. It’s out- 
rageous. 

BP must be accountable for the consequences of that approach, 
and we must take actions necessary on behalf of the American peo- 
ple to make sure that such a reckless approach will be forever 
abandoned. The risks and costs to our environment and to the 
workers in the Gulf Coast, to the workers throughout our economy, 
are simply too great to allow otherwise. 

I yield back. 

Mr. Stupak. Thank you, Ms. Sutton. 

That concludes the opening statements of all members of our 
subcommittee. 

As I noted in the opening, as I noted in the opening, we have 
members of the full committee here. I would like to recognize them. 
They will be allowed to ask questions by order of seniority. 

Mr. Inslee is here, a member of the committee; Ms. Castor is 
here; Mr. Gonzalez; Mrs. Capps; Ms. Harman; Mr. Weiner; Mr. 
Melancon; and Mr. Scalise. 
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I would like to comment that Mr. Melancon and Mr. Scalise are 
members of our committee. They also hosted us when we had a 
field hearing, the field hearing in New Orleans a few weeks ago, 
last week. And we had nine Members go down, one of the largest 
field hearings we have ever had. So you can see the interest in 
here. 

I should also note that Ms. Jackson Lee is with us, not a member 
of the committee. She will not be allowed to ask questions, but we 
welcome her, and I know she has sat in on previous hearings we 
have had. 

So let’s move on with our first witness. Our first witness is Mr. 
Tony Hayward, who is the chief executive officer of BP PLC. 

Mr. Hayward, it’s the policy of this subcommittee to take all tes- 
timony under oath. Please be advised that you have a right under 
the rules of the House to be advised by counsel during your testi- 
mony. Do you wish to be represented by legal counsel? 

Mr. Hayward. I do not. 

Mr. Stupak. ok. The committee also asks if you would have a 
technical person with you so you could consult if we have some 
questions that you want to run it by your technical person. Do you 
have a technical person with you? 

Mr. Hayward. I do. 

Mr. Stupak. Could you state his name and position for the 
record, please? 

Mr. Hayward. Mike Zangy, drilling engineer. 

Mr. Stupak. OK. At any time during the questioning, if you want 
to consult with that individual, please let us know. We will give 
you a moment to do so before you answer, but you would be the 
only one who could answer that question. Is that clear? 

Mr. Hayward, I am going to ask you to please rise, raise your 
right hand and take the oath. 

[Witness sworn.] 

Mr. Stupak. Let the record reflect the witness answered in the 
affirmative. 

Mr. Hayward, you are now under oath. We would like to hear an 
opening statement from you. You may submit a longer statement, 
if you will, for the record. 

But if you would, please, begin your opening statement, and let 
me state again, on behalf of all members of the committee, we ap- 
preciate your willingness to appear here today. 

STATEMENT OF TONY HAYWARD, CHIEF EXECUTIVE OFFICER, 

BP PLC 

Mr. Hayward. Chairman Waxman, Chairman Stupak, Ranking 
Members Barton 

Mr. Stupak. If you will suspend, please, sir. 

[Disturbance in hearing room.] 

Mr. Stupak. Before we begin with Mr. Hayward, let me again 
just mention those of you in our audience, emotions run high on 
this issue, but we have a hearing to conduct here. We are going to 
conduct our hearing; it’s going to be done with proper decorum. 

Mr. Hayward, when you are ready, we are going to start the 
clock over. You may begin. 
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Mr. Hayward. Chairman Waxman, Chairman Stupak, Ranking 
Member Barton, Ranking Member Burgess, members of the com- 
mittee, I am Tony Hayward, chief executive of BP. 

The explosion and fire of the Deepwater Horizon and the result- 
ing oil spill resulting in the Gulf of Mexico 

Mr. Stupak. Excuse me, Mr. Hayward. Could I ask you to pull 
that up? Some of the Members are having trouble hearing, prob- 
ably over the clicking of the cameras. But if you could just pull it 
a little closer. Thank you. 

Mr. Hayward. The explosion and fire aboard the Deepwater Ho- 
rizon and the resulting oil spill in the Gulf of Mexico never should 
have happened, and I am deeply sorry that it did. When I learned 
that 11 men had lost their lives, I was personally devastated. 
Three weeks ago I attended a memorial service for those men, and 
it was a shattering moment. I want to offer my sincere condolences 
to their friends and families. I can only begin to imagine their sor- 
row. I understand how serious this situation is. It is a tragedy. 

I want to speak directly to the people who live and work in the 
gulf region. I know that this incident has had a profound impact 
on your lives and caused great turmoil, and I deeply regret that. 
I also deeply regret the impact the spill has had on the environ- 
ment, the wildlife, and the ecosystem of the gulf. 

I want to acknowledge the questions that you and the public are 
rightly asking. How could this happen? How damaging is the spill 
to the environment? Why is it taking so long to stop the flow of oil 
and gas into the gulf? 

We don’t yet have all the answers to these important questions, 
but I hear and understand the concerns, frustrations and anger 
being voiced across the country, and I know that these sentiments 
will continue until the leak is stopped and until we prove through 
our actions that we are doing the right thing. 

Yesterday we met with the President of the United States and 
his senior advisers. We discussed how BP could be more construc- 
tive in the government’s desire to bring more comfort and assur- 
ance to the people of the Gulf Coast beyond the activity we have 
already done. We agreed in that meeting to create a $20 billion 
claims fund to compensate the affected parties and pay for the 
costs to Federal, State and local governments of the cleanup and 
environmental mitigation. We said all along that we would pay 
these costs, and now the American people can be confident that our 
word is good. 

I have been to the Gulf Coast. I have met with fishermen, busi- 
ness owners and families. I understand what they are going 
through, and I promised them, as I am promising you, that we will 
make this right. After yesterday’s announcement, I hope that they 
feel we are on the right track. 

I am here today because I have a responsibility to the American 
people to do my best to explain what BP has done, is doing, and 
will do in the future to respond to this terrible accident. 

First, we are doing everything we can to secure the well and in 
the meantime contain the flow of oil. We are currently drilling two 
relief wells. We believe they represent the ultimate solution. We 
expect this to be complete in August. 
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Simultaneously we have been working on parallel strategies to 
minimize or stop the flow of oil. While not all of them have met 
with success, it appears that our latest containment effort is now 
containing about 20,000 barrels a day. By the end of June, we ex- 
pect to have equipment in place to handle between 40- and 50,000 
barrels a day, and, by mid-July, between 60- and 80,000 barrels a 
day. 

Second, I have been clear that we will pay all necessary cleanup 
costs. We have mounted what the Coast Guard has recognized as 
the largest spill response in history. We have been working hard 
on the leadership of the unified command to stop the oil from com- 
ing ashore, and while we are grateful these efforts have reduced 
the impact of the spill, any oil on the shore is deeply distressing. 
We will be vigilant in our cleanup. 

Third, as I have made clear from the beginning, we will pay all 
legitimate claims for losses and damages caused by the spill. Those 
are not just words. We have already paid out more than $95 mil- 
lion, and we have announced an independent claims facility headed 
by Ken Feinberg to ensure the process is as fair, transparent and 
rapid as possible. 

Fourth, we need to know what went wrong so that we as a com- 
pany and we as an industry can do better. That is why, less than 
24 hours after the accident, I commissioned a nonprivileged inves- 
tigation. I did it because I wanted to know what happened, and I 
want to share the results. 

Right now it’s simply too early to say what caused the incident. 
There is still extensive work to do. A full answer must await the 
outcome of multiple investigations, including the Marine Board. 

To sum up, I understand the seriousness of this situation and the 
concerns, frustrations and fears that have been and will continue 
to be voiced. I know that only actions and results, not mere words, 
ultimately can give you the confidence you seek. 

I give my pledge, as the leader of BP, that we will not rest until 
we make this right. We are a strong company, and no resources 
will be spared. 

We and the entire industry will learn from this terrible event 
and emerge stronger, smarter and safer. Thank you. 

Mr. Stupak. Thank you, Mr. Hayward. 

[The prepared statement of Mr. Hayward follows:] 
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United States House of Representatives 
Committee on Energy and Commerce 
Subcommittee on Oversight and Investigations 
Tony Hayward 
Chief Executive, BP pic 
June 17. 2010’ 

Chairman Stupak, Ranking Member Burgess, members of the Subcommittee. I 
am Tony Hayward, Chief Executive of BP pic. 

The explosion and fire aboard the Deepwater Horizon and the resulting oil spill in 
the Gulf of Mexico never should have happened — and I am deeply sorry that 
they did. None of us yet knows why it happened. But whatever the cause, we 
at BP will do what we can to make certain that an incident like this does not 
happen again. 

Since April 20, I have spent a great deal of my time in the Gulf Coast region and 
in the incident command center in Houston, and let there be no mistake - 1 
understand how serious this situation is. This is a tragedy; people lost their 
lives; others were injured; and the Gulf Coast environment and communities are 
suffering. This is unacceptable, I understand that, and let me be very clear: I 
fully grasp the terrible reality of the situation. 

When I learned that eleven men had lost their lives in the explosion and fire on 
the Deepwater Horizon, I was personally devastated. Three weeks ago, I 
attended a memorial service for those men, and it was a shattering moment. I 
want to offer my sincere condolences to their friends and families - I can only 
imagine their sorrow. 

My sadness has only grown as the disaster continues. I want to speak directly 
to the people who live and work in the Gulf region: I know that this incident has 
profoundly impacted lives and caused turmoil, and I deeply regret that. Indeed, 
this is personal for us at BP. Many of our 23,000 U.S. employees live and work 
in the Gulf Coast region. For decades, the people of the Gulf Coast states have 
extended their hospitality to us and to the companies like Arco and Amoco that 
are now part of BP. We have always strived to be a good neighbor. We have 
worked to hire employees and contractors, and to buy many of our supplies, 
locally. 


’ The data described throughout this testimony is accurate to the best of my knowledge as of Tam, June 1 6, 201 0, when 
this testimony was prepared. The information that we have continues to develop as our response to this incident 
continues. 
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I want to acknowledge the questions that you and the public are rightly asking. 
How could this happen? How damaging is the spill to the environment? Why is it 
taking so long to stop the flow of oil and gas into the Gulf? 

And questions are being asked about energy policy more broadly; Can we as a 
society explore for oil and gas in safer and more reliable ways? What is the 
appropriate regulatory framework for the industry? 

We don't yet have answers to all these important questions. But I hear the 
concerns, fears, frustrations - and anger - being voiced across the country. I 
understand it, and I know that these sentiments will continue until the leak is 
stopped, and until we prove through our actions that we will do the right thing. 
Our actions will mean more than words, and we know that, in the end, we will 
be judged by the quality of our response. Until this happens, no words will be 
satisfying. 

Nonetheless, I am here today because I have a responsibility to the American 
people to do my best to explain what BP has done, is doing, and will do in the 
future to respond to this terrible incident. And while we can't undo these tragic 
events, I give you my word that we will do the right thing. We will not rest until 
the well is under control, and we will meet all our obligations to clean up the spill 
and address its environmental and economic impacts. 

From the moment I learned of the explosion and fire, I committed the global 
resources of BP to the response efforts. To be sure, neither I nor the company 
is perfect. But we are unwavering in our commitment to fulfill all our 
responsibilities. We are a strong company, and nothing is being spared. We are 
going to do everything in our power to address fully the economic and 
environmental consequences of this spill and to ensure that we use the lessons 
learned from this incident to make energy exploration and production safer and 
more reliable for everyone. 

A Coordinated Effort 

We have been committed to responding to these tragic events and coordinating 
with the federal government from the beginning. On April 21 , the Administration 
began holding meetings and regular calls with me and other members of BP's 
leadership to discuss BP's response effort, as well as federal oversight and 
support. 

Even before the Deepwater Horizon sank on the morning of April 22, a Unified 
Command structure was established, as provided by federal regulations. 
Currently led by the National Incident Commander, Admiral Thad Allen, the 
Unified Command provides a structure for BP's work with the Coast Guard, the 
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Minerals Management Service and Transocean, among others. We are grateful 
for the leadership of President Obama, members of his cabinet, the state 
governors and local officials. 

As the scope of the unfolding disaster became more apparent, we reached out 
to additional scientists and engineers from our partners and competitors in the 
energy industry, as well as engineering firms, academia, government and the 
military. 

Among the resources that have been made available: 

• Drilling and technical experts who are helping determine solutions to stopping 

the spill and mitigating its impact, including specialists in the areas of subsea 
wells, environmental science and emergency response; 

• Technical advice on blowout preventers, dispersant application, well 

construction and containment options; 

• Additional facilities to serve as staging areas for equipment and responders, 

more remotely operated vehicles (ROVs) for deep underwater work, barges, 
support vessels and additional aircraft, as well as training and working space 
for the Unified Command. 

Working under the umbrella of the Unified Command, BP's team of operational 
and technical experts is coordinating with many federal, state, and local 
governmental entities and private sector organizations. These include the 
Departments of Interior, Homeland Security, Energy, and Defense, the National 
Oceanic and Atmospheric Administration (NOAA), US Fish & Wildlife Service 
{USFW), National Marine Fisheries Service (NMFS), EPA, OSHA, Gulf Coast 
state environmental and wildlife agencies, the Marine Spill Response 
Corporation (MSRC) (an oil spill response organization), as well as numerous 
state, city, parish and county agencies. 

Some of the best minds and the deepest expertise are being brought to bear. 
With the possible exception of the space program in the 1 960s, it is difficult to 
imagine the gathering of a larger, more technically proficient team in one place in 
peacetime. And including BP, industry and government resources, more than 
27,000 personnel are now engaged in the response in various activities such as 
booming, skimming, surveying, clean-up operations, wildlife protection and 
rehabilitation and claims support. In addition, we are helping to train and 
organize the more than 19,000 citizen volunteers who have come forward to 
offer their services. The outpouring of support from government, industry, 
businesses and private citizens has truly been both humbling and inspiring. 
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What We Are Doing 

Our efforts in response to this incident are focused on two critical goals: 

• Successfully stopping the flow of oil; and 

• Minimizing the environmental and economic impacts from the oil spill. 

These are without a doubt complex and challenging tasks. While we have had 
to overcome hurdles, we are doing everything we can to respond as quickly and 
effectively as we can. 

From the beginning, we have been committed to a transparent response. We 
know the public wants as much information as possible about this 
unprecedented event, and we continue to do our best to provide it so the public 
can understand the incident and its impacts. 

Subsea efforts to secure the well 

Our first priority is to stop the flow of oil and secure the well. 

We are currently drilling two relief wells, which we believe represents the 
ultimate solution to stopping the flow of oil and gas from the well. The first 
relief well is currently at a depth of 15,226 feet, and the second relief well is 
currently at 9,778 feet. 

Separately, the goal has been to minimize or stop the flow of oil and gas before 
the relief wells are completed. From the beginning, we have implemented a 
multifaceted strategy, featuring a range of technological approaches. Our efforts 
to stop the well from the seabed included a number of interventions to the failed 
BOP, and the 'top kill' procedure. We understand the public’s frustration that 
these approaches did not stop the flow of oil. We, too, were disappointed. 

Although we were not able to stop the well at the seabed, our efforts to contain 
the oil and gas have been more successful. While our first attempt with a 
Containment Dome was not successful due to gas hydrate formation, we 
learned lessons that have underpinned subsequent successes. Specifically, we 
first deployed a Riser Insertion Tube Tool that overcame these gas hydrate 
problems and captured more than 2,000 barrels per day for ten days. On June 3, 
we replaced this with the Lower Marine Riser Package Cap, which had 
increased our collection to about 15,000 barrels per day. 

On Wednesday morning, we were in the early stages of increasing oil and gas 
collection through our next containment step, the Q4000 Direct Connect. It 
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utilizes much of the subsea 'top kill' equipment and takes oil directly from the 
failed BOP to the Q4000 on the surface. We expect to optimize collection over 
the next few days to levels well above what was previously accomplished. 

It is important to keep in mind that these techniques have never before been 
attempted 5,000 feet under water. On the seabed, we have made 
unprecedented use of ROVs for a variety of tasks, including working on the BOP, 
positioning riser cutting devices and slings, connecting hoses, positioning 
containment devices and providing extensive surveying and monitoring. We 
cannot guarantee the outcome of these operations, but we are working around 
the clock with the best experts from government and industry. 

We continue to do more to increase our operational flexibility and collection 
capability. This includes securing vessels with greater processing and storage 
capacity, adding shuttle tankers for transporting oil, procuring spares of critical 
equipment, installing permanent riser systems, and replacing the containment 
cap with a more secure system. We will not rest with our containment efforts 
until the well is permanently killed. I know it feels like this all takes a long time 
but we are compressing operations that normally take months into days. 

In addition to these containment operations, and with the approval of the Unified 
Command and in conjunction with the EPA, we continue injecting dispersant 
subsea using ROVs. Dispersant acts by separating the oil into small droplets 
that can break down more easily through natural processes before they reach 
the surface. Use of dispersant subsea reduces the amount of oil traveling to the 
surface, which, in turn, reduces the amount of spray dispersant required at the 
surface. In addition, dispersant use at the source requires approximately one 
quarter of the amount of dispersant that would be necessary for use on the 
surface. Sonar testing and aerial photographs show encouraging results. 

There has been a lot of discussion about the use of dispersants. On June 4, a 
federal panel of experts studying this issue recommended continued use of 
dispersants after analyzing potential risks and benefits for the environment. The 
dispersant we are using - Corexit - is on the National Contingency Plan Product 
Schedule, which is maintained by the EPA, We will continue to work closely 
with the EPA to try to identify alternative dispersants and to monitor the 
situation closely. We will only use dispersants in ways approved by the Unified 
Command, supported by the EPA and other relevant agencies. 

Clean up Efforts 

BP is a "responsible party" under the Oil Pollution Act. This means that federal 
law requires BP, as one of the working interest owners of Mississippi Canyon 
252, to pay to clean up the spill and to compensate for the economic and 
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environmental impacts of the spill. Let me be clear: BP has accepted this 
responsibility and will fulfill this obligation. We have spent nearly $1 .5 billion so 
far, and we will not stop until the job is done. 

It is important to understand that this "responsible party" designation is distinct 
from an assessment of legal liability for the actions that led to the spill. 
Investigations into the causes of the incident are ongoing, and issues of liability 
will be sorted out separately when the facts are clear and all the evidence is 
available. The focus now is on ensuring that cleanup, and compensation for 
those harmed by the spill, are carried out as quickly as possible. 

Our cleanup efforts are focused on two fronts: in the open water and at the 
shoreline. 

• On the water 

On the open water, more than 4,200 response vessels are in use, including 
skimmers, storage barges, tugs, and other vessels. The Hoss barge, the world's 
largest skimming vessel, has been onsite since April 25. In addition, there are 49 
deepwater skimming vessels, which includes ten 210-foot MSRC Oil Responder 
Class Vessels, which each have the capacity to collect, separate, and store 4,000 
barrels of oily water mix. To date, over 400,000 barrels of oily water mix have 
been recovered. 

As part of our response efforts, over 2,000 "Vessels of Opportunity", 
independent vessel owners throughout the Gulf Coast are using their boats in a 
variety of oil recovery activities, including towing and deploying booms, 
supporting skimming and burn operations, finding and recovering tar balls and 
transporting general supplies and personnel. 

Also on the open water, with the Coast Guard’s approval, we are attacking the 
spill area with EPA-approved biodegradable dispersants, which are being applied 
from both planes and boats. 

• Actions to protect the shoreline 

Near the shoreline, we are implementing oil spill response contingency plans to 
protect sensitive areas. According to the Coast Guard, the result is the most 
massive shoreline protection effort ever mounted. 

To support rapid response, we have made available a total of $175 million to 
Louisiana, Mississippi, Alabama, and Florida, as well as $70 million to assist 
these states in tourism promotion efforts. 
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To date, we have deployed over 2.5 million feet of containment boom and over 
3,0 million feet of sorbent boom in an effort to contain the spill and protect the 
coastal shoreline. The Department of Defense is helping to airlift boom to 
wherever it is currently needed across the Gulf coast. 

Highly mobile, shallow draft skimmers are also staged along the coast ready to 
attack the oil where it approaches the shoreline. 

Wildlife clean-up stations have been mobilized, and pre-impact baseline 
assessment and beach clean-up has been completed in many locations. 

Shoreline cleanup assessment teams (SCAT) are being deployed to affected 
areas to assess the type and quantity of oiling, so the most effective cleaning 
strategies can be rapidly applied 

Our largest single project commitment to date is to fund the $360 million cost of 
six berms in the Louisiana barrier islands project. On June 7, we announced that 
we will make an immediate payment of $60 million to the state of Louisiana to 
allow the state to begin work on the project immediately. BP will make five 
additional $60 million payments when the Coastal Protection and Restoration 
Authority of Louisiana certifies that the project has satisfied 20%, 40%, 60%, 
80% and then 100% completion milestones. The entire $360 million will be 
funded by the completion of the project. 

In addition, BP is committing up to $500 million to an open research program 
studying the impact of the Deepwater Horizon incident, and the associated 
response, on the marine and shoreline environment of the Gulf of Mexico. The 
program will investigate the impacts of the oil, dispersed oil, and dispersant on 
the ecosystems of the Gulf of Mexico and coastal States. 

Communication, community outreach, & engaging volunteers 

We are also working hard to keep the public and government officials around the 
country informed of what is happening. We are regularly briefing federal, state, 
and local officials, and we are holding town hall sessions to keep affected 
communities informed. 

BP is also supporting volunteer efforts related to shoreline clean-up. We have 
partnered with existing volunteer organizations in each of the states to ensure 
efficient registration and deployment of volunteers to the areas where they can 
help most. 

Untrained volunteers are not being used for any work involving contact or 
handling of oil, tar balls, or other hydrocarbon materials. This work is being 
carried out by trained personnel. In some cases, volunteers who receive more 
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intensive training on the safe handling of hazardous materials and vessel 
operation for laying boom can become contract employees (Qualified 
Community Responders). 

There are twenty-five BP community-outreach sites engaging, training, and 
preparing volunteers in Alabama, Florida, Louisiana and Mississippi. A phone 
line has also been established for potential volunteers to register their interest in 
assisting the response effort. 

Coping with economic impacts 

We recognize that beyond the environmental impacts there are also economic 
impacts on many of the people who rely on the Gulf for their livelihood. BP will 
pay all necessary cleanup costs and all legitimate claims for other losses and 
damages caused by the spill. 

The BP claims process is integral to our commitment to do the right thing. To 
date, BP has already paid out over $90 million on the more than 56,000 claims 
that have been submitted. While the initial focus has been on individuals, we 
are now moving funds on an expedited basis to business owners with nearly 
$1 6 million to be paid out this week to businesses alone. 

To ensure the process is as fair and transparent as possible, an independent 
mediator will be appointed to provide an independent judgment in cases in 
which BP and a claimant are in disagreement. The mediator will be fully 
independent of BP, and claimants who disagree with the mediator's judgment 
will retain all rights under the Oil Pollution Act of 1990 either to seek 
reimbursement from the Oil Spill Liability Trust Fund or to file a claim in court. 

Thirty-two walk-in claims offices are open in Alabama, Florida, Louisiana and 
Mississippi. Our call center is operating 24 hours a day, seven days a week. We 
also have in place an on-line claims filing system. Nearly 700 people are assigned 
to handle the claims, including almost 600 experienced claims adjusters working 
in the impacted communities. Claim forms can be filled out in English, Spanish 
or Vietnamese, and Spanish and Vietnamese translators are available in many 
offices. 

We are striving to be efficient and fair and we look for guidance to the 
established laws, regulations and other information provided by the US Coast 
Guard, which oversees the process. 

We will continue adding people, offices and resources as necessary. 
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Investigating what happened 

The question we all want answered is "What caused this tragic accident"? 

A full answer to this and other questions must await the outcome of multiple 
investigations now underway, including a joint investigation by the Departments 
of Homeland Security and Interior (Marine Board) and an internal investigation by 
BP itself. 

Our internal investigation was launched on April 21, 2010 and is being conducted 
by BP's Head of Group Safety and Operations. 

The investigation team's work thus far suggests that this accident was brought 
about by the apparent failure of a number of processes, systems and equipment. 
While the team's work is not done, it appears that there were multiple control 
mechanisms — procedures and equipment — in place that should have 
prevented this accident or reduced the impact of the spill. The investigation is 
focused on the following seven mechanisms: 

1 . The cement that seals the reservoir from the well; 

2. The casing system, which seals the well bore; 

3. The pressure tests to confirm the well is sealed; 

4. The execution of procedures to detect and control hydrocarbons in the 
well, including the use of the blowout preventer (BOP) and the 
maintenance of that BOP; 

5. The BOP Emergency Disconnect System, which can be activated by 
pushing a button at multiple locations on the rig; 

6. The automatic closure of the BOP after its connection is lost with the rig; 
and; 

7. Features in the BOP to allow ROVs to close the BOP and thereby seal the 
well at the seabed after a blowout. 

I understand people want a simple answer about why this happened and who is 
to blame. The truth, however, is that this is a complex accident, caused by an 
unprecedented combination of failures. A number of companies are involved, 
including BP, and it is simply too early to understand the cause. There is still 
extensive work to do. 

Lessons learned 

There are events that occurred on April 20 that were not foreseen by me or BP, 
but which we need to address in the future as lessons learned from this terrible 
tragedy. With ongoing investigations into the incident and continuing efforts to 
secure the well, we are in the early stages of trying to learn from this incident. 
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But, as I see it, there are already lessons to be learned, and I wanted to share 
two of them with you today. 

Lesson 1: Based on the events of April 20 and thereafter, we need to be better 
prepared for a subsea disaster. It is clear that our industry needs to significantly 
improve our ability to quickly address deep-sea accidents of this type and 
magnitude. 

The industry has made significant strides in preparedness measures before, and 
we will do so again. Following the Exxon Valdez oil spill, the industry recognized 
the need to enhance its capacity to address oil spills. The result was the MSRC, 
an independent, nonprofit company which maintains a significant inventory of 
vessels, equipment and trained personnel, complemented by a large contractor 
work force. The work of MSRC and other contractors has been central to the 
surface spill response efforts in the Gulf. 

But based on the events of April 20 and thereafter, it is clear that this is not 
enough. We now need to develop a similar capability for dealing with large 
undersea spills. We have no doubt that others in the industry will join us in 
efforts to develop this capability. 

Lesson 2: Based on what happened on April 20, we now know we need better 
safety technology. We in the industry have long relied on the blowout preventer 
as the principal piece of safety equipment. Yet, on this occasion it apparently 
failed, with disastrous consequences. We must use this incident as a case 
study to avoid a similar failure in the future. 

Since the April 20 explosion and fire, BP has been carefully evaluating the 
subsea blow-out preventers used in all our drilling operations worldwide, 
including the testing and maintenance procedures of the drilling contractors 
using the devices. We will participate in industry-wide efforts to improve the 
safety and reliability of subsea blowout preventers and deep water drilling 
practices. And we will work closely with other interested parties as we do so. 

Conclusion 

We understand the seriousness of the situation. We know the world is 
watching us. No one will forget the 1 1 men who lost their lives in the explosion 
on the Deepwater Horizon. We hear and understand the concerns, frustrations, 
and fears that have been and will continue to be voiced. I understand that only 
actions and results, and not mere words, ultimately can give you the confidence 
you seek. We will be, and deserve to be, judged by our response. 
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1 give my pledge as leader of BP that we will not rest until we stop this well, 
mitigate the environmental impact of the spill and address economic claims in a 
responsible manner. No resource available to this company will be spared. We 
and the entire industry will learn from this terrible event and emerge from it 
stronger, smarter and safer. 
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Mr. Stupak. One of the bad parts about conducting a hearing, 
we get interrupted every now and then by votes, and we have three 
votes pending right now. There’s, I think, about 10 minutes re- 
maining on this vote. 

I would suggest, instead of trying to get into questions, we take 
a break right now. Let’s stand in recess for 30 minutes. Let’s come 
back at noon and continue this hearing. We will start with ques- 
tions from all the Members. 

OK. This committee will be in recess until 12 noon. 

[Recess.] 

Mr. Stupak. The committee will come back to order. 

When we left off, Mr. Hayward had finished his opening state- 
ment. We would begin with questions. I will begin. 

Mr. Hayward, when we heard about the explosion in the gulf, the 
immediate company that popped into my brain was BP, and that’s 
because the last number of years from Texas City where people 
died and 170 people were injured; the North Slope, the problems 
we have had there; and BP’s own 2007 report on the management 
accountability project in which it stated there was a culture that 
evolved over the years that seemed to ignore risk, tolerate non- 
compliance and accepted incompetence. So I wasn’t surprised when 
we heard about the explosion in the gulf and BP was part of it. 

Since then this committee, the oversight and investigations com- 
mittee of the Energy and Commerce Committee, we have methodi- 
cally looked at this issue, and I know you have and your company 
has also. On May 12, we had a hearing in which we looked at a 
number of things that went wrong. On May 25, our committee. 
Chairman Waxman and myself, put out a memo. It was based on 
BP’s preliminary report, and I am sure you are familiar with that 
report; are you not, sir? 

Mr. Hayward. I am. 

Mr. Stupak. And then on June 14, Chairman Waxman and I 
sent you a letter, 14 pages, where we talk about the crazy well and 
the nightmare well. Quite frankly, BP blew it. You cut corners to 
save money and time. 

And as the chief executive officer of BP, as I stated in my open- 
ing, you called for a leaner decisionmaking process. You called for 
fewer people in the decisionmaking process. You stated, individuals 
need to be accountable for risk and to manage risk. Therefore, BP’s 
leadership managed their risk in this well. 

Did you manage the risk properly? 

Mr. Hayward. Since I have been the CEO of this company, I 
have focused on safe, reliable operations. 

I have set the tone from the top by making it very clear to every- 
one in BP that safe, reliable operations are our number one pri- 
ority. Of course, this is about more than words. Safety is about 
three things. It’s about plants, it’s about people, it’s about process. 
In the last 3 years, we have invested more than $14 billion in plant 
integrity. 

Mr. Stupak. But then what happened here? I mean, the June 14 
letter we put out the other day went through five major areas. The 
head of — the CEOs of the oil companies who were before this com- 
mittee Tuesday all said you did it wrong. They never would have 
done a well this way. 
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You made decisions, whether to do a casing or the string with 
the tie-back, which everyone said the tie-back would have been 
safer; the lockdown sleeves; centralizers, instead of doing 21 as was 
recommended, you only do 6. That defies the safety emphasis; does 
it not? 

Mr. Hayward. We launched an investigation, which we have 
shared with yourself, Mr. Chairman, and all of your Members, 
which has identified seven areas. It’s identified areas around ce- 
ments, casing, integrity pressure measurements, well control proce- 
dures, and three areas around the blowout preventer which failed 
to operate. An investigation is ongoing. It’s not complete. 

Mr. Stupak. Sure. But you are CEO of this company. You said 
you were here to answer the questions of the American people. You 
were an exploration manager, exploration manager with BP. You 
were the director of BP’s exploration. You were vice president of 
BP’s exploration and production. You hold a Ph.D. from the Univer- 
sity of Edinburgh. 

Based on our May 12 hearing, the May 25 memo, our June 14 
letter to you, based on all those facts, are you trying to tell me you 
have not reached a conclusion that BP really cut corners here? 

Mr. Hayward. I think it’s too early to reach conclusions, with re- 
spect, Mr. Chairman. The investigations are ongoing. They have 
identified seven key areas, and when they complete 

Mr. Stupak. Every one of those seven key areas, sir, dealt with 
saving time and saving money and accepting the risk. So if we use 
your own words, if you are going to hold BP accountable, then we 
have to manage the risk. 

Should leadership at BP be held accountable here? 

Mr. Hayward. There is no doubt that I have focused on safe, re- 
liable operations. We have made major changes in everything we 
do over the last 3 years. We change people 

Mr. Stupak. What changes have you made since April 20 when 
the BP Deepwater Horizon exploded? What changes were made 
then? 

Mr. Hayward. Based on what we know so far, we have made 
changes with respect to the testing and evaluation of blowout pre- 
venters. We have made changes with respect to ensuring that peo- 
ple who are likely to be dealing with well control are up to date 
and fully validated for well-control procedures. And as we learn 
more about what happens here, we will continue to make changes. 

Mr. Stupak. My time is just about up. I am going to try to hold 
Members quickly to our time because we want to get through at 
least one more round. 

Let me just ask you this: The last 5 years I have been up here, 
your safety record, you have 26 people dead, more than 170 in- 
jured. You have the largest spill ever in Alaska, and you now have 
the largest environmental disaster to hit the United States with no 
end in sight with this disaster. 

Do you believe the U.S. Government should continue to allow 
companies that have poor safety records, poor environmental 
records, to explore minerals or oil exploration in our country? 
Should there be a ban on companies that have miserable safety 
and environmental records? 
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Mr. Hayward. In the 3 years that I have heen CEO, I have fo- 
cused on improving dramatically our safety and environmental per- 
formance. At the price of this accident, that has indeed heen the 
case, and that is why, amongst all the other reasons, I am so dev- 
astated by this accident. 

Mr. Stupak. I agree, and under your tenure, you said you had 
the 2007 report that was scathing of BP’s culture. We still have 
problems with Alaska. You said you are going to hold people ac- 
countable. Who are we going to hold accountable here? 

Mr. Hayward. We have engaged in a systemic change at BP over 
the last 3 years. We have begun to change the culture. I am not 
denying that there isn’t more to do, but we have made dramatic 
changes in the people we had in our organization, the skills and 
capabilities they have. We have invested heavily into that. We have 
changed significantly the processes that we use to manage our op- 
erations, and, most importantly perhaps, we have made safe, reli- 
able operations the core of the company. It is the thing that I talk 
about every time I talk internally and every time I talk externally 
about BP. 

Mr. Stupak. In your opening statement you said as long as you 
were CEO of BP, these things would occur. Do you expect to be 
CEO of BP much longer? 

Mr. Hayward. At the moment I am focused on the response. I 
think everyone here believes that the highest priority is to stop the 
leak, continue on on the surface and clean it up. That is what my 
focus is. 

Mr. Stupak. Mr. Burgess for questions. 

Mr. Burgess. Thank you, Mr. Chairman. 

The highest priority is stopping the leak. Let me ask, Mr. Hay- 
ward, is your presence here today in any way interfering with that 
number one task of stopping the leak? 

Mr. Hayward. It is not. 

Mr. Burgess. Thank you. 

Let me just ask you — or let me just make a statement for clari- 
fication. I am not going to apologize for you. It was, after all, BP 
executives who were on that rig, BP executives who ultimately 
could have made the call to stop operations when things became 
unsafe, and ultimately you are the person at the top, and you are 
responsible. 

We lost 11 men on that rig. Transocean and other companies lost 
11 men on that rig. I don’t feel that apologies are in order. 

But, Mr. Chairman, I do have serious questions about the setup 
of this fund that we heard about from the White House yesterday. 
And I hope this committee will stay engaged in the oversight of 
that activity as well. It’s still disturbing to me that we have not 
had anyone from the Federal regulatory side. We have brought a 
ton of other people in here and questioned them, but really we need 
Mr. Salazar here. We need whoever the minerals management peo- 
ple were who approved that exploration plan that BP submitted 
that was woefully inadequate. 

Shame on you, Mr. Hayward, for submitting it, but shame on us 
for accepting it with simply a rubber stamp. 

Now I have got some questions I do need to ask. 
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BP, unfortunately, it’s not the first time you have heen in front 
of our committee. And in 2006, although you were not CEO that 
year, I pulled the transcript last night and looked through it again. 
The Big Oil spill in Alaska had to do with not proper maintenance 
on the pipelines. And when you came in, you said you were going 
to focus like a laser beam on safety, and certainly that had to he 
welcome news after Texas City, after the North Slope accident. 

So what safety briefings do you get as your office’s chief execu- 
tive officer, and who provides them to you? 

Mr. Hayward. The basis of management of safety performance 
is through something that we call our group operating risk com- 
mittee. It’s a committee that I set up, I chair. It involves the heads 
of all of the business streams, and we meet upon a bimonthly basis 
to review the safety performance across the company. That process 
is mirrored down through the company. 

Mr. Burgess. And what type of safety directives then, or what 
types of directives do you issue in terms of safety as a result of 
those meetings, and perhaps would you be willing to share some 
of that information with the committee as we go forward? 

Mr. Hayward. We can certainly share that information with the 
committee. They range from changes to procedures to requirements 
of — to have people where there are issues with safety to come and 
present to us. 

Mr. Burgess. But somebody records minutes during those meet- 
ings, and then your directives that come as a consequence of those 
briefings are written down and delivered to the appropriate man- 
agers on the ground? 

Mr. Hayward. There are minutes of those meetings. 

Mr. Burgess. I beg your pardon? 

Mr. Hayward. There are minutes of those meetings. 

Mr. Burgess. Let me ask you this. Mr. Stupak already alluded 
to the fact that should we allow someone who is perhaps not fol- 
lowing the best practices, drilling practices, continue to drill. 

Is there any other well, to your knowledge, in the Gulf of Mexico 
that has been done in the same manner as this well that was 
drilled under the Deepwater Horizon? 

Mr. Hayward. There are many wells in the Gulf of Mexico. 

Mr. Burgess. Are there any other wells where you haven’t put 
the proper number of centralizers in? 

Mr. Hayward. There are many wells in the Gulf of Mexico that 
have the same casing design. There are many wells that have been 
drilled where the same cement procedure has been 

Mr. Burgess. Now, have the Minerals Management Service peo- 
ple been there and looked over those with a fine-tooth comb? 

Mr. Hayward. Everything that we do is subject to regulatory 
oversight. 

Mr. Burgess. Are you changing your procedures of those wells 
as a result of things that you have encountered in your investiga- 
tion — 

Mr. Hayward. I apologize, sir. As we learn from our investiga- 
tion, we will make appropriate changes, as I have already indi- 
cated. 

Mr. Burgess. Are there any of those changes that are ongoing 
right now? 
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Mr. Hayward. The ones that I have talked about are ongoing. 

Mr. Burgess. Well, let me ask you this. Now, the question came 
up about centralizers, and someone said that they would rather 
push more cement or squeeze more cement than getting something 
stuck. I am not technically savvy enough to know exactly about 
that, but if that’s the statement, and you are going to push cement 
and deal with a fewer number of centralizers to hold this thing 
steady in the center of the column, is there any way to find out 
that, in fact, that cement went where you intended it to do, and 
that rod didn’t, in fact, get off to one side or the other? 

Mr. Hayward. I wasn’t part of the decisionmaking process on 
this well. I have looked at the material 

Mr. Stupak. Yes. That’s not the question I asked you. Was there 
a procedure that could have been followed that would have actually 
given that information? 

Mr. Hayward. I can’t answer that question. I am not a cement 
engineer, I am afraid. 

Mr. Burgess. There is, and those people were available, and for 
whatever reason they decided not to do that. Do you think that 
might have made a difference in the ultimate story of the Deep- 
water Horizon? 

Mr. Hayward. I am not prepared to speculate on what may or 
may not have made a difference until such time as the multiple in- 
vestigations that are ongoing are concluded. 

Mr. Burgess. Well, but prior to April 20, when the well blew up, 
were you briefed on the progress of the drilling of the Macondo 
well? 

Mr. Hayward. The only knowledge that I had of the Macondo 
well occurred in April when it was evident to the team drilling it 
that we had made a discovery, and they notified myself that we 
made a discovery. 

That was my only prior involvement in the well. 

Mr. Burgess. Who briefed you? Who briefed you on that dis- 
covery? 

Mr. Hayward. The person who would have briefed me would 
have been the chief executive of exploration and production. 

Mr. Burgess. Were you privy then to any other information, the 
difficulties that they had had the multiple gas kicks, the losing the 
tools down the hole, the length of time they have been over the 
hole, the decisions to move quickly because we had spent too much 
time over this well? 

Mr. Hayward. I had no prior knowledge. 

Mr. Burgess. Who would have had that information? 

Mr. Hayward. Certainly the drilling team in the Gulf of Mexico. 

Mr. Burgess. But you are the CEO of the company. Do you have 
any sort of technical expert who helps you with these things who 
might have been there? 

Mr. Hayward. With respect, sir, we drill hundreds of wells a 
year all over the world. 

Mr. Burgess. Yes, I know. That’s what is scaring me right now. 

Did you have a technical expert who was advising you there on 
this well, because we have heard from other people that there were 
problems, it was a bad well, it was a dangerous well; gas kicks, and 
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the mud was not degasified or whatever the procedure was. So did 
you have a technical expert advising you? 

Mr. Hayward. I had no prior knowledge or involvement in the 
drilling of this well, none whatsoever. 

Mr. Burgess. But who was? If you are the CEO of the company, 
if I were a shareholder of BP, which I am not, but if I am, how 
can I have comfort that the CEO knows what’s going on as far as 
safety on the rigs, or is it true it’s just all about profit? 

Mr. Hayward. There was a drilling team providing oversight of 
this well. 

Mr. Burgess. There was a drilling team. 

Mr. Stupak. We will go to Mr. Waxman. 

Mr. Waxman. Thank you very much, Mr. Chairman. 

Mr. Hayward, when you became CEO 3 years ago, you said that 
safety was going to be your top priority; you would focus on it like 
a laser. Your Website said, safe and reliable operations are integral 
to BP’s success. 

I want to ask you whether you think that BP met that commit- 
ment that you made when you became CEO? 

Mr. Hayward. Since I became CEO, we have made a lot of 
progress. We have made it very clear to everyone in the company 
that safe, reliable 

Mr. Waxman. Have you met that commitment that you made? 

Mr. Hayward. And we made major changes. We made major 
changes to our 

Mr. Waxman. You made major changes, but now we see this dis- 
aster in the gulf. Does that indicate that you didn’t keep that com- 
mitment? 

Mr. Hayward. And one of the reasons that I am so distraught. 

Mr. Waxman. Could you answer yes or no? I don’t want to know 
whether you are distraught. I want to know whether you think you 
have kept your commitment. 

Mr. Hayward. We have focused like a laser on safe and reliable 
operations, that is fact, every day. 

Mr. Waxman. OK. Well, let me follow up on that. We had a hear- 
ing earlier this week with CEOs from the other oil companies. They 
were unanimous in their view that you made risky decisions that 
their companies would not have made. And in particular they criti- 
cize your decision to install a long, single string of casing from the 
top of the well to the bottom on April 19, the day before the blow- 
out. They said this well design choice provided an unrestricted 
pathway for gas to travel up the well in the annulus space that 
surrounded the casing, and, of course, it blew out the seal. 

How do you respond to their criticism? Did BP make a — a funda- 
mental misjudgment in selecting a single string of casing? 

Mr. Hayward. I wasn’t involved in any of that decisionmaking. 

Mr. Waxman. Well, I want to know your view of it, now that you 
know about it, now that you know what your company did. Pursu- 
ant to your laser request that they be attuned to safety, do you 
think that that was a mistake? 

Mr. Hayward. The original well design was to run a long string. 
It was approved by the MMS. There was only discussion in the 
course of the drilling of the well whether a long string or a 7-inch 
line that would be most appropriate. That is what I understand 
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based on having looked at the documents and listened to our inves- 
tigation team. 

The decision to run a long string, at least in part, was to do with 
the long-term integrity of well. 

Mr. Waxman. But let me be fair to you, because I am asking you 
to look with hindsight as to what happened and the decision that 
was made. 

But your own engineers warned in advance that this was a risky 
approach. And I would like to put on the screen what’s called a 
planned review that your engineers prepared in mid-April warning 
against the long string of casing. As you can see, your engineers 
said that if you used a long string of casing, that it is unlikely to 
be a successful cement job. You would be unable to fulfill MMS reg- 
ulations, and there would be an open annulus to the wellhead, and 
I have that on the screen. 

Now, those are serious risks, a failed cement job, a violation of 
MMS safety regulations, an open pathway for gas to travel to the 
top of the well. The same document says that if you use the liner 
and tie-back approach, which is what Exxon Mobil and other com- 
panies said you should have used, you would have avoided or less- 
ened these risks, and here is what the plan review said: If you used 
the liner, there would be less issue with landing it shallow. There 
would be a second barrier to gas in the annulus and a higher 
chance for a successful cement job. 

Now, you said that BP is supposed to be focused like a laser on 
safety. Yet BP apparently overruled the warnings of its own engi- 
neers and chose the more dangerous option. How can you explain 
that decision by BP? Why were the safety recommendations of your 
own engineers ignored? 

Mr. Hayward. I wasn’t involved in any of the decisionmaking. 
It’s clear that there was some discussion amongst the engineering 
team, and an engineering judgment was taken. 

Mr. Waxman. It’s clear to me that you don’t want to answer our 
questions, because isn’t it true that you have served your life in 
BP? You have only recently become the CEO, but haven’t you been 
in this business most of your professional life? 

Mr. Hayward. I have been in this business 28 years. 

Mr. Waxman. Twenty-eight years. So you should have some 
knowledge about these issues. And I sent you a letter in advance 
asking you — we were going to be asking these questions and to be 
prepared to answer it. 

How can you explain this decision where you ignore — not you, 
yourself, but people who work for you who should have known that 
it was your directive to be a laser on safety. How could they have 
ignored these warnings from people right within your company? 

Mr. Hayward. There was clearly a discussion between the engi- 
neering team as to what was the most appropriate course of action 
to take. An engineering judgment was taken that involved long- 
term integrity 

Mr. Waxman. It was more than an engineering judgment, be- 
cause April 15th there is a document, which is 5 days before the 
blowout, that said that using the safer liner will add an additional 
7- to $10 million to the completion cost. The same document calls 
it the single string of casing, the best economic case for BP. 
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And the conclusion I draw from these documents is that BP used 
a more dangerous well design to save $7 million. What do you 
think about that? What is your response? 

Mr. Hayward. I believe that document also highlights that the 
long-term integrity of the well will be best served by a long string. 
The long string is not an unusual well design in the Gulf of Mexico. 
As I understand it 

Mr. Waxman. Say that again. 

Mr. Hayward. The long string is not an unusual design in the 
Gulf of Mexico. 

Mr. Waxman. As I understand it from Halliburton’s witness that 
was interviewed by our staff, that only 2 to 10 percent of those 
wells might use this particular string. 

Now, ExxonMobil and other CEOs said they wouldn’t proceed 
this way. It appears to me that BP knowingly risked well failure 
to save a few million dollars. And even drilling 18,000 feet below 
the sea, if you make mistakes, the consequences of those would be 
catastrophic and, in fact, it turned out to be catastrophic. Don’t you 
feel any sense of responsibility for these decisions? 

Mr. Hayward. I feel a great sense of responsibility for the acci- 
dent. We need to allow 

Mr. Waxman. How about for the decisions that made the acci- 
dent more likely? 

Mr. Hayward. We need to determine what were the critical deci- 
sions and 

Mr. Waxman. Did you get my letter and did you review it? 

Mr. Hayward. I have read your letter. Chairman. 

Mr. Waxman. Do you realize in the letter that we asked you to 
be prepared to discuss these issues? 

Mr. Hayward. As I said, I have seen the documents following 
your letter, and I cannot pass judgment on those decisions. 

Mr. Waxman. Even though you have worked 28 years in the oil 
industry, you are the BP CEO, and you said like a laser you are 
going to — safety is the biggest issue and you have people under you 
making these kinds of decisions and now you are reviewing them. 

Do you disagree with the conclusion that this was riskier to use 
this particular well lining? 

Mr. Hayward. I am not prepared to draw conclusions about this 
accident until such time as the investigation is concluded. 

Mr. Waxman. This is an investigation. That is what this com- 
mittee is doing. It is an investigatory committee. And we expect 
you to cooperate with us. Are you failing to cooperate with other 
investigators as well? Because they are going to have a hard time 
reaching conclusions if you stonewall them, which is what we seem 
to be getting today. 

Mr. Hayward. I am not stonewalling. I simply was not involved 
in the decisionmaking process. I have looked at the documents. 
And until the investigations are complete, both yours and oth- 
ers — 

Mr. Waxman. That is somebody else’s conclusion. What is your 
conclusion? 

Mr. Hayward. I haven’t drawn a conclusion, Mr. Chairman. 

Mr. Waxman. I see. My time has expired and I am just amazed 
at this testimony, Mr. Hayward. You are not taking responsibility. 
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You are kicking the can down the road and acting as if you had 
nothing to do with this company and nothing to do with its deci- 
sions. I find that irresponsible. 

Mr. Stupak. Along those lines, do you disagree with the conclu- 
sions of Chairman Waxman’s June 14th letter, the one Mr. Chair- 
man and I sent you? Do you disagree with those five conclusions, 
five areas we hit, the conclusions we reached? Do you disagree with 
it? 

Mr. Hayward. I think there are very legitimate issues for con- 
cern, Mr. Chairman. 

Mr. Stupak. They are very what? 

Mr. Hayward. Legitimate areas for concern. 

Mr. Stupak. So we reached legitimate conclusions that people 
could then base the decision, cut corners to save money and we had 
this accident, correct? 

Mr. Waxman. It doesn’t appear you are very concerned about 
them, are you? 

Mr. Hayward. I am very concerned that we get to the bottom of 
this incident and understand exactly what happens such that we 
can be sure that it never happens again. 

Mr. Waxman. Easy to say. 

Mrs. Blackburn. Mr. Chairman, just a request, please. If Mr. 
Hayward could move the microphone a bit closer. I am having dif- 
ficulty hearing. 

Mr. Stupak. Right. I think we all are. Pull it a little closer if you 
could, please. 

Mr. Sullivan for questions, please. I should note Mr. Upton is 
here from Michigan, a member of the full committee and so is Mr. 
Engle. They want to ask questions, they can at the appropriate 
time. Mr. Sullivan. 

Mr. Sullivan. Thank you, Mr. Chairman. 

Mr. Hayward, according to the Occupational Safety and Health 
Administration, there is mounting evidence that BP is one of the 
worst — has one of the worst safety records of any major oil com- 
pany operating in the United States. 

Is there a deficient safety culture at BP that led to the Deep- 
water Horizon and other disasters like the refinery explosion in 
Texas City, Texas, and the Alaskan oil pipeline spill? 

Mr. Hayward. I think we acknowledged in 2005 and 2006 that 
we had serious issues, and as a consequence set out to implement 
systematic change in the culture and safety of BP. I set the tone 
from the top by saying very clearly, safe, reliable operations were 
our number one priority. We have invested billions of dollars in the 
integrity of that plant. We have recruited many thousands of engi- 
neers and technologists into our company, including many from 
other industries such as the nuclear industry and other parts of the 
chemical and oil and gas industry, and we have changed fun- 
damentally our whole approach to the management of our oper- 
ations through the implementation of significant changes to our 
processes. 

Mr. Sullivan. It doesn’t seem like that. If you look at the reports 
of what happened on the Deep Horizon, it doesn’t look like many 
safety procedures have changed much at all. And, Mr. Hayward, do 
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you feel that your safety record compared to other major oil compa- 
nies is comparable? 

Mr. Hayward. As I said, it is clear that we had some serious 
issues to deal with in the 2005-2006 time frame and we have 
worked hard to improve our safety performance since that time for 
it. 

Mr. Sullivan. It doesn’t seem to be changing Mr. Hayward; your 
safety performance doesn’t. Here are some highlights of your safety 
procedures. BP had 760 safety violations and you paid millions of 
dollars, 373 million in fines to avoid criminal prosecution for ma- 
nipulating the propane markets. 

Also, if you look at other industries, sir — let us take some of your 
competitors, for example. Sunoco — ^you had 760 violations in 5 
years. Sunoco had 8 safety violations. ConocoPhillips had 8 safety 
violations in the same time you had 760. Citgo had 2 safety viola- 
tions at the same time you had 760. And ExxonMobil had 1 safety 
violation in the same time period you had 760. How in the heck 
do you explain that? 

Mr. Hayward. As I said, we acknowledged the problems we had 
in 2005 and 2006. The vast number of those things that you refer 
to date from that time period and we have made major changes in 
the company over the last 3 to 4 years. 

Mr. Sullivan. Do you think the changes you made in that time 
period you are talking about when you were CEO — I understand 
why you are saying that — do you think that they were using those 
measures and protocols on the Deepwater Horizon? 

Mr. Hayward. To my best knowledge, they absolutely were. 

Mr. Sullivan. You don’t think they short-cut anything on the 
Deepwater Horizon? You are CEO of a major company. Do you, in 
fact, looking back, sir, do you think that they cut corners? 

Mr. Hayward. I believe we should await the results of the inves- 
tigations before we draw conclusions. 

Mr. Sullivan. Sir, you had to have looked at some of the re- 
sults — your internal investigation. Internally, your investigation, 
did it show any kind of breakdown, something that you — with your 
protocols you said you put in place, were any of those short-cut? 

Mr. Hayward. The investigation is still ongoing as you know. It 
has identified seven areas: the cement casing, the integrity pres- 
sure well control procedures, and three failures of the blowout pre- 
venter. And when the investigation is concluded we will make a 
judgment. 

Mr. Sullivan. I would say that this problem is with your organi- 
zation and your safety and the culture of your company’s safety 
culture, and not a culture of our domestic oil and gas producers. 
As we can see, they haven’t had the kind of problems you have had 
with cutting corners on safety. They have a lot of redundancies, 
contingency plans. I venture to say that this may not have hap- 
pened if one of these other companies was operating that rig. 
Would you say that would be true? 

Mr. Hayward. I don’t think I can make that judgment. 

Mr. Sullivan. Do you think the other companies have different 
or stricter or — stricter guidelines with their safety and spend more 
money on it? Because you probably compare yourselves to other 
companies, I am sure. 
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Mr. Hayward. I cannot make that comparison, but I can clear 
what we have done. We have invested billions of dollars, we have 
recruited thousands of people, and we have changed significantly 
our process, systems, and procedures in the course of the last 3 
years. 

Mr. Sullivan. Well, thank you. I yield back. 

Mr. Stupak. Thank you. 

Before Mr. Dingell begins questions, we have votes on the floor 
again. There is less than 10 minutes remaining. So I am going to 
at least get through Mr. Dingell’s questions and then we will re- 
cess. 

Mr. Dingell. 

Mr. Dingell. Thank you, Mr. Chairman. 

Mr. Hayward, you had two choices, using single casing or 
tieback. The risks are substantial associated with single casing, 
which is what BP chose. 

Please answer yes or no. Can you assure us, under oath, that 
that was not a decision made to save time and money? 

Mr. Hayward. I wasn’t part of that decisionmaking process. I 
was not part of that decisionmaking process. So I cannot possibly 
know the basis on which that decision was taken. 

Mr. Dingell. How much money was saved by using the single 
stream casing? 

Mr. Hayward. I believe the documents refer to a sum of I think, 
I think 7- to $10 million, and they also refer to the fact that the 
casing would have longer-term integrity as a long stream. 

Mr. Dingell. Please submit that for the record. 

How much time was saved? 

Mr. Hayward. I don’t recall the time that was saved. Would 
there have been some time saved? 

Mr. Dingell. Would you submit that for the record, please? 

Now, you had the option of using a number of centralizers to 
keep the casing in the center of the bore hole. Halliburton rec- 
ommended 21 . You ultimately chose to use 2 . Could you tell us 
under oath that the decision to use 6 centralizers instead of the 
recommended 21 was not made to save time and money? 

Mr. Hayward. I was not involved in that decision, so it is impos- 
sible for me to answer that question. 

Mr. Dingell. All right. Could you tell us how much money BP 
saved by not using the proper number of centralizers? 

Mr. Hayward. I am afraid I cannot recall that. 

Mr. Dingell. Would you submit that for the record? 

How much time was saved? 

Mr. Hayward. I don’t recall that either, I am afraid. 

Mr. Dingell. Please submit that for the record. 

You and BP decided not to conduct a cement bond log, an acous- 
tic test to find out whether the cement was bonded to the casing 
and surrounding formations. Despite Mineral Management Service 
regulations, can you state under oath to the committee that BP did 
not decide to — against using the cement bond log to save time and 
money, yes or no? 

Mr. Hayward. My understanding from what I have read — again 
I was not involved in the decisionmaking — is that the team on the 
rig, the transition team, the BP team and the Halliburton team. 
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concluded that they had sufficient evidence that the cement job 
was good and therefore decided not to use the cement bond log. 

Mr. Dingell. Does that mean yes or no? 

Mr. Hayward. It means I cannot answer your question in that 
form. 

Mr. Dingell. How much would this test have cost BP? 

Mr. Hayward. I cannot recall that number, I am afraid. 

Mr. Dingell. Please submit it for the record. 

How long would the test have taken? 

Mr. Hayward. Probably a number of hours, I believe; but I am 
not certain. 

Mr. Dingell. Please submit that for the record. 

You were supposed to engage in circulating drilling mud on the 
well bottom when the casing is on the bottom and before cement- 
ing. This is referred to as “bottoms up.” Did BP fully circulate the 
mud, yes or no? 

Mr. Hayward. I don’t believe the mud was fully circulated. The 
process that the team on the rig were following was in line and ap- 
proved by the MMS. 

Mr. Dingell. Thank you. Can you assure us, under oath again, 
that the decision not to fully circulate the mud was not made to 
save money and time? 

Mr. Hayward. I cannot answer that question because I wasn’t 
there. 

Mr. Dingell. Thank you. How much money did avoiding this 
procedure save? 

Mr. Hayward. I am afraid I cannot recall. 

Mr. Dingell. Would you submit it for the record, please? 

How long would the fully circulating of the mud have taken? 

Mr. Hayward. I am afraid I cannot recall that either. 

Mr. Dingell. Would you submit that for the record, please? 

Now, BP made the decision not to install a casing hanger 
lockdown sleeve. Can you assure the committee under oath that 
the decision not to install such lockdown sleeve was not made to 
save time and money? 

Mr. Hayward. That was a decision I was not a party to. 

Mr. Dingell. How much did the installing of the lockdown sleeve 
save BP? 

Mr. Hayward. I don’t know. 

Mr. Dingell. How much time did installing the lockdown sleeve 
save? 

Mr. Hayward. I am afraid I don’t know that either. 

Mr. Dingell. Now, you have received a letter from the chairman 
of the subcommittee and the full committee asking a series of ques- 
tions. When will the committee have the response to that letter? 

Mr. Hayward. You will get it as soon as we can make it avail- 
able to you. 

Mr. Dingell. Now, did BP have an emergency response plan in 
the event of a failure at the well? 

Mr. Hayward. We had a response plan which we have 

Mr. Dingell. What was the date of that response plan? 

Mr. Hayward. The response plan was approved, as I recall, in 
June of 2009. 
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Mr. Dingell. Please submit to us the date of the response plan 
and the number of times which it was updated and who it was that 
did the formulation of the plan. Please inform us for the record 
whether or not that plan was approved by the Mineral Manage- 
ment Service and on what date? 

Thank you, Mr. Chairman. I look forward to seeing those an- 
swers in the record. 

Mr. Stupak. Thank you, Mr. Dingell. To let members know, we 
are going to stand in recess for 1 hour. We have six votes plus a 
motion to recommit. The good news is when we come back — these 
are the last votes of the day — we will be able to finish the hearing 
then. 

Mr. Burgess. Mr. Chairman, Mr. Hayward has brought up a 
point about he followed the procedures of MMS. Once again it is 
so critical that we get the Federal regulatory agencies in this com- 
mittee to ask them questions. 

Mr. Stupak. Mr. Burgess, as you know 

Mr. Burgess. The fact that we haven’t here, after all these hear- 
ings, is really disturbing to me. 

Mr. Stupak. Reclaiming my time, Mr. Burgess. As you know, we 
have a methodical method we have been using in this investiga- 
tion. We have gone through it very methodically. You know we 
have at least two more hearings. One was scheduled for Tuesday, 
but at your request and my request we moved it back a little more. 
There will be at least two more hearings. We will do our job. We 
will have all parties here before this committee at the appropriate 
time. 

Mr. Burgess. Clearly, Mr. Hayward is not prepared to answer 
the questions and we need to get MMS in here to do that as well. 

Mr. Stupak. MMS isn’t going to help Mr. Hayward answer the 
questions. Mr. Hayward has to answer the questions himself 

Mr. Burgess. I would just submit that with the depth 

Mr. Stupak. We are in recess until 2 o’clock. 

Mr. Burgess. Any one of us could do his job. 

[Recess.] 

Mr. Stupak. The committee will reconvene. 

Mr. Hayward, during the last series of votes, I was approached 
by several members of the committee who are extremely frustrated 
with your lack of candor and your inability to answer their ques- 
tions. We initially wanted to have this hearing last week. However, 
your staff pleaded with the committee to give you an additional 
week so you could be adequately prepared for this hearing and we 
agreed. In addition to the extra week, we allowed you to prepare. 
Chairman Waxman and I sent you a 14-page letter outlining five 
issues you should be prepared to address in today’s hearing. 

You did not address any of those issues in your opening state- 
ment. And thus far, you have responded to our questions with little 
substance and many claims of not knowing or not being part of the 
decisionmaking processes. 

You first accepted responsibility for actions to your staff in town 
hall meetings, and yet you have not yet provided us with direct an- 
swers or taken responsibility thus far today. I sincerely hope that 
you will reconsider your approach to these questions. I hope you 



74 


will be more forthcoming and less evasive with your answers for 
the remainder of this hearing. 

We are done with votes, so we should be able to get through the 
rest of this hearing; and we will probably go a second round be- 
cause members do want to push you on some of these issues. You 
are the CEO. Great experience. You have got a Ph.D. You have 
been head of exploration. You know what is going on. We would 
hope that we would have more candid responses to our questions. 

With that, let me turn it to Mrs. Blackburn for questions. Five 
minutes, please. 

Mrs. Blackburn. Thank you, Mr. Chairman. And indeed, Mr. 
Hayward, we are a little bit frustrated with hearing you say you 
were not a party to certain decisions or were not in that chain of 
command or that you can’t comment because of ongoing investiga- 
tions. So I am going to try a little different tactic because I do want 
to get some answers and get some items — get some of these ques- 
tions answered. 

I want to go back to the safety issues. I mentioned that in my 
opening statement to you. I am one of those individuals that grew 
up down on the Gulf Coast and then moved away. I am familiar 
with people working offshore, if you will. 

And what I would like to know from you, have you been briefed 
on the safety issues and the safety concerns; and then if you were 
a part of the decisionmaking process on what would be considered 
the best operating practices, were you a part of the chain of com- 
mand, and what is the chain of command for dispute resolution 
when there is a difference about how to approach safety? 

Go ahead. I would love your response. 

Mr. Hayward. As I have said, I wasn’t involved in the decision- 
making on the day 

Mrs. Blackburn. Let us do this, then. If you were not involved 
in the decisionmaking of how safety is approached on these rigs 
and platforms, would you submit to us in writing for the record a 
description of what that chain of command is and what the process 
is when there is a difference of opinion on how you approach rig 
safety? Would you be willing to submit that? And I will ask you 
and your team to submit that to us for the record. 

In addition, since becoming CEO, have you been briefed on the 
significant safety incidents that have occurred in BP’s explorations, 
Alaska and production facilities over the past year? Have you been 
briefed? 

Mr. Hayward. I had discussed those issues at the group oper- 
ating risk committee. 

Mrs. Blackburn. As a result of these briefings, did you author- 
ize any changes to BP policies and practices for dealing with the 
safety? 

Mr. Hayward. We took actions in Alaska to change both the or- 
ganization and some of the processes. 

Mrs. Blackburn. Thank you. Since the Deepwater Horizon inci- 
dent, have you made changes? And what are those? Will you sub- 
mit those to us for the record? 

Mr. Hayward. We have made changes to our testing procedures 
on BOPs. We have made changes to the intensity with which well- 
site leaders are aware of well control procedures and a variety of 
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other interventions that are predicated on what we have learned 
from the incident so far. And as we learn more, we will make more 
changes as we deem appropriate. 

And I would be very happy to submit to you, Congresswoman, 
the changes that we have made. 

Mrs. Blackburn. Thank you. Did you ask other companies for 
help in cleaning up the BP oil spill? Last week for the hearing, we 
had several different companies. Did you all approach other compa- 
nies or other countries and ask for their help and their expertise 
in plugging that leak and in participating in the cleanup? 

Mr. Hayward. We sought help from both our immediate peers 
and competitors in the Gulf of Mexico, and globally from around 
the world and across America. There are several hundred entities 
involved in the effort. All of the major operators in this country, 
major operators from elsewhere in the world such as Petrobras, 
many of them major academic institutions in this country. Some of 
the greatest minds in the country are involved in trying to deal 
with this problem. 

Mrs. Blackburn. Did they participate at your invitation or the 
government’s invitation? 

Mr. Hayward. They participated, in the first instance, at our in- 
vitation; and subsequently the Federal authorities brought some of 
the great academic institutions in this country to bear. 

Mrs. Blackburn. Are you currently — is BP currently working on 
industry efforts to look at rig safety? 

Mr. Hayward. We have made recommendations to the MMS 
with respect to the things that we have learned so far, particularly 
with respect to blowout preventers. And we will continue, as we 
learn what the realities of this accident are, to make our rec- 
ommendations to the relevant authorities. And I believe that in the 
course of the coming months, the industry will work together to de- 
termine what is the best way forward. 

Mrs. Blackburn. We hope that you are working together be- 
cause I hope you understand our frustration. You have stated be- 
fore safety would be a priority for BP. And we expect you all to 
take action on lessons learned. And when you tell us that you are 
taking that action and then you return because of what has oc- 
curred, Mr. Hayward, I cannot even begin to tell you how dis- 
appointing it is to us that you are saying — and you mentioned ac- 
tions and words in your testimony. But, sir, you are giving the 
rhetoric. What we want to see going forward is the action that in- 
deed you have learned these lessons, that BP has learned these les- 
sons and that you are going to share these best practices with the 
industry. That would be very helpful. 

Thank you for being before us today. I yield back. 

Mr. Stupak. I thank the gentlelady. 

Mr. Hayward, you indicated that you made recommendations on 
the blowout preventer your company has. Would you provide those 
to this committee? 

Mr. Hayward. We certainly can. Chairman. 

Mr. Stupak. Next I will turn to Mr. Markey for questions, 
please. 

Mr. Markey. Thank you, Mr. Chairman. 
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Mr. Hayward, the existence of large clouds or plumes of oil sus- 
pended deep beneath the ocean surface are of concern because the 
toxic oil and dispersants can poison the aquatic plants and ani- 
mals, and they also consume oxygen, potentially asphyxiating ma- 
rine life. 

On May 30th, you stated that your samples showed no evidence 
of such plumes. On June 7th in a response to my letter, BP again 
denied the plumes existed, citing a BP document saying that there 
is no coherent body of hydrocarbons below the surface. 

Even after NOAA Administrator Jane Lubchenco confirmed the 
plumes’ existence on June 8th, your COO, Jeff Buttles, went on na- 
tional television and continued to deny their existence. 

These are photographs presented to us on the committee by Dr. 
Samantha Joy of the University of Georgia, who has sampled the 
deep water of the gulf and found such plumes. On the right there 
is a filter with oil clearly present from water from within a plume 
as it passed by. 

Now, it isn’t just university scientist data. I have here up on the 
screen as well from EPA’s Web site entitled, “Subsurface Plume 
Detected.” It was prepared using BP’s data. There are 17 red dots 
indicating that your own data shows evidence of subsurface 
plumes. This is your data, Mr. Hayward. 

Are you now once and for all prepared to concede that there are 
plumes or clouds of oil suspended deep beneath the surface of the 
ocean? Yes or no, Mr. Hayward. 

Mr. Hayward. As I understand the data. Chairman, it indicates 
that there are — there is oil in very low concentrations, 0.5 parts per 
million distributed through the column. The detailed analysis that 
NOAA conducted in three locations around the spill show that in 
one location, 0.5 parts per million, clearly attributed to this spill. 

Mr. Markey. Are there plumes of oil beneath the ocean’s sur- 
face? 

Mr. Hayward. There are concentrations of oil about 0.5 parts per 
million in the water column. Some of it is related to this spill. 
Other samples from been typed to other oil. 

Mr. Markey. So you do not define that as a plume? 

Mr. Hayward. I am not an oceanographic scientist. What we 
know is that there is 

Mr. Markey. I am going to take it as a continuing “no” from you. 
And your testimony continues to be at odds against all independent 
scientists. Yesterday at the Energy and Commerce Subcommittee 
on Health, during the hearing the director of the National Institute 
of Occupational Health and Safety told me in answer to my ques- 
tion that he has asked BP for a roster of all workers multiple times 
and BP has failed to give him that information that is critical to 
tracking chemical exposure. 

Representative Eshoo and I were both outraged at BP’s failure 
to take such a straightforward step to protect the health of their 
workers. 

Mr. Hayward, will you commit to immediately provide the Na- 
tional Institute of Occupational Health and Safety and the Centers 
for Disease Control with all of the information that they need to 
evaluate health impacts and to protect these workers? 
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Mr. Hayward. We have endeavored to provide all information re- 
quests as quickly as possible, and we will endeavor to do that as 
well. 

Mr. Markey. The head of the National Institute of Occupational 
Health and Safety testified yesterday that you are not doing that. 
Will you provide all of the information that they have requested of 
you? 

Mr. Hayward. We are endeavoring to provide all of the informa- 
tion requested that we receive, and we will certainly do it for that 
one. 

Mr. Markey. Again, the equivocation in your answer is some- 
thing that is not reassuring to those workers who potentially have 
been exposed to these chemicals in ways that can impact on their 
health. BP has dumped 30,000 gallons of drilling mud in the ocean. 
Drilling mud is often made using synthetic oils and other chemi- 
cals, and in this case also may have used significant quantities of 
antifreeze which is toxic. 

Mr. Hayward, will you commit to disclosing the ingredients of 
the drilling mud? 

Mr. Hayward. Yes, we will. I believe that all of the mud that has 
gone into the ocean is water-based mud with no toxicity whatso- 
ever. 

Mr. Markey. Will you also commit to disclosing all other meas- 
urements you have made related to chemical, oil, and methane con- 
centrations in the water immediately? 

Mr. Hayward. Those are being published, as we make them, on 
a variety of Web sites. And we will continue to do that. And we will 
make them available in whatever form is available to all of you. 

Mr. Markey. And you will give us all of the measurements which 
you have made? 

Mr. Hayward. All the measurements we have made have been 
made available and we will continue to do that. 

Mr. Markey. Thank you, Mr. Chairman. 

Mr. Stupak. Thank you. Mr. Gingrey for questions, please. 

Mr. Gingrey. Mr. Hayward, as demonstrated by the number of 
cameras in this room, interest in this hearing is at a fever pitch. 
The anger at BP and the anger at our administration is palpable. 
You just look at the polls. And we members of this committee have 
an obligation to get to the bottom of this to address the frustrations 
of the American people. 

The chief executive of ExxonMobil testified just yesterday at the 
Energy and Environment Subcommittee of this committee that, 
quote. We would not have drilled the well the way they did, end 
of quote. 

In addition, the president of Shell, John S. Watson, stated, and 
I quote. It is not a well that we would have drilled in that mechan- 
ical setup and there are operational concerns, end of quote. 

Mr. Hayward, my profession before Congress was the practice of 
medicine, obstetrics and gynecology. If I had delivered a baby that 
resulted in a bad outcome, a seriously bad outcome, and two of my 
friendly competitors, well-respected peers, said that Dr. Gingrey in 
this instance practiced below the standard of care, I would be in 
a serious world of hurt. 
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Reflecting on the fact that two of your major competitors admit- 
ted that BP drilled the Macondo well in a nonstandard way, in ret- 
rospect what is your opinion of BP’s design plan for the Macondo 
well? 

Mr. Hayward. As I tried to explain, there are clearly some issues 
that our investigation has identified. And when the investigation is 
complete, we will draw the right conclusions. 

Mr. Gingrey. With all due respect, you have had 59 days and 
you are not exactly moving with fever pitch here. Do you believe 
BP was drilling the well following the best safety practices you 
were focused on reinvigorating when you were promoted to the po- 
sition of CEO a couple of years ago? 

Mr. Hayward. I have no reason to conclude that wasn’t the case. 
If I found at any point that anyone in BP put cost ahead of safety, 
I would take action. 

Mr. Gingrey. Do you believe that the decisions made regarding 
Deepwater Horizon on and leading up to April the 20th, such as 
a decision to use only 6 centralizers instead of 21, the decision to 
not run a cement bond log, do you believe those decisions reflect 
the normal decision making process at BP, or would you charac- 
terize those decisions as an exception to normal operating proce- 
dures? 

Mr. Hayward. There is nothing I have seen in the evidence so 
far that suggests that anyone put costs ahead of safety. If there 
are, then we will take action. 

Mr. Gingrey. Let me put it this way, Mr. Hayward, in the re- 
maining time that I have left. If you had been physically present 
on that rig, along with the 11 men that were killed, would you 
have made the same decisions as were made? Would you have ap- 
proved the decision to use only 6 centimeters, despite the rec- 
ommendation to use 21? Would you have made the decision to not 
run a cement bond log if you had been standing on that Deepwater 
Horizon rig? 

Mr. Hayward. I am not the drilling engineer, so I am not actu- 
ally qualified to make those judgments. Better people than I were 
involved in those decisions in terms of the judgments that were 
taken. And if our investigation determines that at any time people 
put costs ahead of safety, then we will take action. 

Mr. Gingrey. With all due respect, Mr. Hayward, I think you are 
copping out. You are the captain of the ship, and it has been said 
by members on both sides of the aisle of this committee, we had 
a President once that said, the buck stops on my desk, a very dis- 
tinguished President. And I think the buck stops on your desk. And 
we are just not getting, I don’t think, the answers from you that 
need to be presented to this committee in a forthright manner. It 
is a little frustrating for all of us and it seems like your testimony 
has been way too evasive. 

Mr. Chairman, I will yield back at this time. 

Mr. Stupak. Thank you, Mr. Gingrey. Mr. Braley for questions, 
please. 

Mr. Braley. I want to follow up on my friend from Oklahoma’s 
questions about the culture of safety at BP, Mr. Hayward, because 
you have stated repeatedly since you took over as CEO of BP, that 
safe reliable operations are a number one priority, correct? 
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Mr. Hayward. That is correct. 

Mr. Braley. And you have heen CEO for the past 3 years, cor- 
rect? 

Mr. Hayward. Correct. 

Mr. Braley. Then explain to us why between June of 2007 and 
February of 2010, the Occupational Health and Safety Administra- 
tion checked 55 oil refineries operating in the U.S.; 2 of those 55 
are owned by BP, and BP’s refineries racked up 760 citations for 
egregiously willful safety violations accounting for 97 percent of the 
worst and most serious violations that OSHA monitors in the work- 
place. That doesn’t sound like a culture of safety. 

Mr. Hayward. We acknowledge we had very serious issues in 
2005 and 2006. 

Mr. Braley. I am not talking about 2005 and 2006. I’m citing 
from an OSHA study between June of 2007, on your watch, and 
February of 2010 where OSHA said BP has a systemic safety prob- 
lem. And of those 760 that were classified as egregious and willful, 
it is important to note that that is the worst violation that OSHA 
can identify. And their definition is a violation committed with 
plain indifference to or intentional disregard for employee safety 
and health; 97 percent of all of those egregious violations at U.S. 
refineries on your watch were against your company. 

That doesn’t sound like a company that, to use your words, is 
committed to safe, reliable operations as your number one priority. 
There is a complete disconnect between your testimony and the re- 
ality of these OSHA findings; do you understand that? 

Mr. Hayward. I understand what you are saying. 

Mr. Braley. So we also had Mr. Barton earlier make this com- 
ment about what happened at the White House yesterday. Were 
you there for that conference with the White House? 

Mr. Hayward. I was. 

Mr. Braley. Do you think that BP was shaken down by the 
Obama administration to come up with this $20 billion compensa- 
tion fund? 

Mr. Hayward. We attended the White House at the invitation of 
the government to form a way forward and try and work together 
to deal with the leak, the response to the leak, and to make a re- 
turn of the Gulf Coast to its past. And that is what we are going 
to do. 

Mr. Braley. I realize that we speak the same language, but it 
is not always the same language when we speak English in the 
United States and English in Great Britain. So I want to make 
sure I am clear on this. Here in this country, the word “shaken 
down” means somebody in a position of disadvantage is forced to 
do something against their will. Is that how you viewed these nego- 
tiations at the White House yesterday? 

Mr. Hayward. As I said, we came together to figure out a way 
of working together to resolve what is clearly a very, very serious 
situation. 

Mr. Braley. And the reason you came together, sir, is because 
it was not only in the best interest of the United States taxpayers 
and the citizens of this country, it is also in the best interest of BP 
to try to get this problem solved so that it can move forward; isn’t 
that true? 
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Mr. Hayward. It is undoubtedly true. We would like to resolve 
this issue, as would everyone else. 

Mr. Braley. When the ranking member referred to this com- 
pensation fund — which I applaud as a positive step forward — as a 
slush fund, I want you to know that in this country that implies 
a very negative connotation as something illegal, below the surface 
of what is acceptable. 

Did you consider this compensation fund for people who had lost 
their lives, lost their businesses, lost their environment, lost their 
ability to — did you consider that to be a slush fund? 

Mr. Hayward. As we said yesterday, the fund is a signal of our 
commitment to do right; to ensure that individuals, fishermen, 
charter boat captain, small hotel owner, everyone who has been im- 
pacted by this is kept whole. That is what I have said from the 
very beginning of this and that is what we intend to do. And as 
I said in my testimony, I hope people will now take — see that we 
are good for our word. 

Mr. Braley. Can we take that as a “no” in response to my ques- 
tion, sir, that you did not consider this to be a slush fund? 

Mr. Hayward. I certainly didn’t think it was a slush fund. Con- 
gressman. 

Mr. Braley. Thank you. I will yield back. 

Mr. Stupak. Mr. Latta for questions, 5 minutes. 

Mr. Latta. Thank you, Mr. Chairman. 

Thank you for being with us, Mr. Hayward. Earlier in the morn- 
ing, our ranking member, Mr. Burgess, had asked a question and 
you responded by — if I wrote it down here correctly, that every- 
thing we do is subject to regulatory oversight. And who is that 
when we are talking about regulatory oversight? 

Mr. Hayward. The regulatory oversight of the deepwater drilling 
operations is the Minerals Management Service. 

Mr. Latta. But here in the Federal Government, who would be 
out on the rig for that oversight? 

Mr. Hayward. It is the inspectors of the Mineral Management 
Service, I believe. 

Mr. Latta. I am sure there are records out there. When was the 
last time that the MMS would have been on the rig? 

Mr. Hayward. I am afraid I am not aware of that date. But I 
imagine it was relatively shortly before the incident. 

Mr. Latta. Do you know of any citations that were issued during 
the time they were on the rig? 

Mr. Hayward. I am not aware of any citations, no. 

Mr. Latta. Let me ask this question. I know I have talked to 
quite a few Members from the Gulf Coast and also from these re- 
ports, and there have been many, many cases out there where they 
are talking about it takes almost 5 days for a turnaround time and 
once it starts — I came from local government. So the chain of com- 
mand out there for local government, the State Government and 
depending what is the chain is out there, but they are saying over 
and over and over it takes about 5 days. A lot of times they say 
they have to go talk to BP. 

And I was just wondering — ^because knowing that time is of the 
essence out there because of all of these critical matters that are 
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happening, why is this, that they say they have to go ask BP and 
this turnaround time takes so long? 

Mr. Hayward. I am afraid I cannot answer that question. I don’t 
know. 

Mr. Latta. Could you get that information for us? 

Mr. Hayward. We can, yes, sir. 

Mr. Latta. I guess the next question, you will probably have the 
same response. The question is: Who set the procedure up this way 
that we would have a situation where it would take a 5-day turn- 
around time? Do you have any knowledge of that? 

Mr. Hayward. I am afraid I don’t know. 

Mr. Latta. After the disaster occurred, have you had direct con- 
tact with the White House, and do you have a direct person at the 
White House that you have been dealing with when problems arise 
that you can get things turned around quickly? 

Mr. Hayward. My primary contact through all of this has been 
with Admiral Thad Allen who is the National Incident Commander. 
And he and I talk on a very regular basis. 

Mr. Latta. When you say “on a very regular basis,” how often 
would that be? 

Mr. Hayward. Typically once a day, often more than once a day. 

Mr. Latta. Again, as the lady from Tennessee, we have a kind 
of frustration level on getting some responses. But with that, Mr. 
Chairman, I am going to yield back. 

Mr. Stupak. Thank you, Mr. Latta. Ms. DeGette for 8 minutes, 
please. 

Ms. DeGette. Thank you so much, Mr. Chairman. 

Mr. Hayward, in your initial testimony, you testified that BP has 
drilled hundreds of wells around the world. How many of them are 
deepwater wells? 

Mr. Hayward. I don’t know the precise number, but we drill a 
lot of deepwater wells in various parts of the world. 

Ms. DeGette. OK. You don’t know how many. Do you think that 
BP wells — irrespective of where they are drilled — should be drilled 
to the highest industry standards? 

Mr. Hayward. I believe that is what we try to do. 

Ms. DeGette. So your answer would be yes? 

Mr. Hayward. Uh-huh. 

Ms. DeGette. As this well was being drilled, were you informed 
as CEO of the company, of the progress of the well? 

Mr. Hayward. I was not. 

Ms. DeGette. You were not. 

Before I continue, I know you had difficulty answering some of 
the technical questions members have asked you, so I know you 
brought a technical expert with you, Mr. Zanghi. Would you like 
us to swear him in so he can help you answer some of my technical 
questions? 

Mr. Hayward. I think that depends on the question. 

Ms. DeGette. Let’s see how it goes. Mr. Hayward, you said that 
you received the chairman’s June 14th letter to you which talked 
about five decisions that compromised the safety of this well: well 
design, centralizer, cement bond log, mud circulation and lockdown 
sleeve. 
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I want to ask you in my question about one of those issues and 
that is the cement bond log. First thing I want you to do, if you 
can take that notebook that is to your left, open it up. In the front 
flap there is a memo which was written from Brian Morel to Rich- 
ard Miller on Wednesday, April 14th. And that memo says. This 
has been an nightmare well, which has everyone all over the place. 

Did anybody inform you as CEO of the country — company — in 
April of this year that this was a nightmare well? 

Mr. Hayward. They did not. 

Ms. DeGette. Did you consequently see this memo? Have you 
seen this memo? 

Mr. Hayward. I saw this memo when it was raised by your com- 
mittee. 

Ms. DeGette. And that is the first you ever heard of it? 

Mr. Hayward. That is the first time 

Ms. DeGette. Is that the first you ever heard it of being a night- 
mare well? 

Mr. Hayward. When I first saw this 

Ms. DeGette. Now, let us talk for a minute about the cementing 
job because all of the testimony that we have had in this committee 
through our hearings, also in the Natural Resources Committee 
through their hearings, indicates that the choices that BP made — 
and its subcontractors — in order to save money led to blind faith 
in a successful cementing job. Let me just walk through it first so 
that you can understand. 

First of all, BP chose a riskier well design and the chairman. 
Chairman Waxman, talked about this for a moment. The best prac- 
tice would have been to use a liner and a tieback which provides 
four barriers to prevent the flow of dangerous hydrocarbons to the 
wellhead. Instead, BP as the chairman said, chose a long-string ap- 
proach which has only two barriers. 

An internal document of the company warned that this approach 
was not recommended because, quote, cementing simulations indi- 
cate it is unlikely to be a successful cement job. And you can look 
at Tab 6 of the notebook you have in front of you to see that, Mr. 
Hayward. It says. Cement simulations indicate it is unlikely to be 
a successful cement job due to formulation breakdown. 

This is an internal BP confidential document from mid-April. 
Have you seen this document before? 

Mr. Hayward. I saw it as a consequence of the letter that 

Ms. DeGette. But you did not see it at the time? 

Mr. Hayward. I did not see it at the time. 

Ms. DeGette. But there were BP folks who saw it, correct? 

Mr. Hayward. There were certainly BP people who saw this. 

Ms. DeGette. So the document says there would be a potential 
need to verify with the bond log and perform a remedial cement 
job, but BP chose the riskier approach. 

Secondly, BP chose the risloer centralizer option. Experts have 
told us in testimony to this committee that the best practice would 
have been to use 21 centralizers, but BP only used 6. If you take 
a look at Tab 8, it says on Page 18, it says you did this even though 
your cementer, Halliburton, said this would create a, quote, severe 
risk that the cement job would fail. It says based on — it says that 
it would be a severe risk. 
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And BP’s operations drilling engineer wrote about this decision: 
Who cares, it’s done, end of story; will probably be fine and get a 
good cement job. 

Were you aware of that document at the time, Mr. Hayward? 

Mr. Hayward. I was not aware of any of these documents at the 
time. 

Ms. DeGette. When did you learn about that memo? 

Mr. Hayward. That memo was, again, when I was made aware 
of it by your committee. 

Ms. DeGette. But you wouldn’t deny that BP employees and su- 
pervisors were aware of that document at the time, correct? 

Mr. Hayward. There were people in BP who were aware of that 
document. 

Ms. DeGette. Would you say it is the best business practices to 
say. Who cares, it is done, end of story, will probably be fine and 
we will get a good cement job? 

Mr. Hayward. I think that is, you know, a cause for concern. I 
would like to understand the context in which it was sent. And as 
I have said a number of times, if there is any evidence that people 
put costs ahead of safety, then I will take action. 

Ms. DeGette. I understand. Let me finish with the cement bond. 

Now, BP failed to perform the most effective test that was known 
to determine whether the cement was properly sealed, and that is 
the cement bond log test. There was a contractor, Schlumberger, on 
board, hired to perform this test, but they were sent away 11 hours 
prior to the explosion. This test was described by Halliburton’s 
chief safety officer, Tim Porbert, as quote: The only test that can 
really determine the actual effectiveness of the bond between the 
cement sheets, the formation and the casing itself. 

Now, the committee has consulted an independent expert who 
said that cement bond loss should always be used. Another expert 
said it is unheard of not to perform this test. He called your deci- 
sion, and I am quoting, horribly negligent. 

So I want to ask you a question. Do you think, as CEO of this 
company, it was a mistake not to conduct the cement bond log test? 

Mr. Hayward. That is what our investigation will determine. As 
I 

Ms. DeGette. So your answer would be, yes, it was a mistake, 
correct? 

Mr. Hayward. I am not able to answer “yes” or “no” until the 
investigation is complete. When we finish 

Ms. DeGette. Have your lawyers told you not to or what? 

Mr. Hayward. Simply because I wasn’t involved. I am sorry. 

Ms. DeGette. OK. But you just said you think that all the evi- 
dence shows it was a mistake, correct? 

Mr. Hayward. That is not correct. That is not what I said. 

Ms. DeGette. OK. Do you think it was all right not to conduct 
it? 

Mr. Hayward. I think we need to complete the investigation 

Ms. DeGette. OK. Well 

Mr. Hayward [continuing]. And determine whether running a ce- 
ment bond log or not would have created a major difference to what 
happened here. 
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Ms. DeGette. ok. Let me ask you this: Are you aware of the 
fact that it would have cost about $128,000 and taken 9 to 12 hours 
to complete the cement bond log test? 

Mr. Hayward. I am aware of that fact, yes. 

Ms. DeGette. Yes. OK. 

OK, I yield back. Thank you, Mr. Chairman. 

Mr. Stupak. Thank you. 

Mr. Doyle for questions, please. 

Mr. Doyle. Thank you, Mr. Chairman. 

Mr. Hayward, in your testimony, you said that some of the best 
minds and the deepest expertise are being brought to bear on the 
oil spill and that it is difficult to imagine the gathering of a larger, 
more technically proficient team in one place in peacetime. Now, I 
know that is meant to reassure us that everything possible is being 
done, but it does make me wonder who was making these key deci- 
sions before the accident. 

Now, one of these key decisions was which type of pipe to insert 
in the well, a single tube from the top or a two-piece liner with a 
tieback set-up. Now, the second design offers more barriers to unin- 
tended gas flow. And, on Tuesday, the other oil companies that we 
talked to told us they would have chosen that design. 

Looking back, the decision that BP made appears to have had se- 
rious consequences. Mr. Hayward, were you involved in that deci- 
sion? 

Mr. Hayward. I was not involved in that decision. 

Mr. Doyle. Were you aware of that decision? 

Mr. Hayward. I was not involved or aware of any of the deci- 
sions around this well as it was being drilled. 

Mr. Doyle. We asked your representatives, who are the senior 
BP executives who are responsible for the Macondo well. They told 
us it was Andy Inglis, the chief executive for exploration, and Doug 
Suttles, the chief operating officer for exploration. 

Can you tell me, was Andy Inglis involved in this decision? 

Mr. Hayward. I am afraid I can’t answer that question. I genu- 
inely don’t know. I would be very surprised. 

Mr. Doyle. What about Doug Suttles, was he involved in the de- 
cision? 

Mr. Hayward. I would also be very surprised if Mr. Suttles was 
involved in any decision. 

Mr. Doyle. So we have reviewed all of their e-mails and commu- 
nications. We find no record that they knew anything about this 
decision. In fact, we find no evidence that they ever received brief- 
ings on the activities aboard the Deepwater Horizon before the ex- 
plosion. These decisions all seem to have been delegated to much 
lower-ranking officials. 

Well, Mr. Hayward, then, who was the one who made the deci- 
sion to use a single tube of metal from the top of the well to the 
bottom? Who did make that decision? 

Mr. Hayward. I am not sure exactly who made the decision. It 
would have been a decision taken by the drilling organization in 
the Gulf of Mexico. They are the technical experts that have the 
technical knowledge and understanding to make decisions of that 
sort. 
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Mr. Doyle. But you can’t tell this committee who that person 
was? 

Mr. Hayward. I can’t, sitting here today, I am afraid. 

Mr. Doyle. You can get this information to our committee? I 
mean, I think it is pretty amazing that this is the decision that had 
enormous consequences and you can’t even tell the committee who 
made the decision on behalf of your company. 

And the reason I am asking you these questions is because your 
industry is different than many. You are not the CEO of a depart- 
ment store chain where it is fine to leave decisions about running 
the store to branch managers. You know, if a department store 
middle manager makes a mistake, there are no life-or-death con- 
sequences. 

What you do is different. You are drilling far below sea level into 
a region that is more like outer space than anything else. The con- 
sequences of that drilling are huge. If a mistake or misjudgment 
is made, workers on the rig can get killed and an environmental 
catastrophe can be unleashed. 

The best minds in the senior leadership of a company should be 
paying close attention to those risks. But it didn’t happen here. 
And now we are all paying the consequences because those of you 
at the top don’t seem to have a clue about what was going on on 
this rig. 

Now, I am sitting here thinking I could be a CEO of an oil com- 
pany. I hear it pays a little bit better than being a Member of Con- 
gress. Because I have watched you in front of this committee; you 
are not able to give us much information on anything here. 

I want to ask you one last question while I have some time. You 
told us that you are doing everything possible to stop this well from 
leaking, but it seems to me that what we are left with now is wait- 
ing for this relief well to be drilled. And that is going to happen 
sometime in August. 

So, you know, today is June 17th. Now, back in 1979, the Ixtoc 
I took over 9 months to cap after drilling several relief wells. And 
that well was only 160 feet down into the ocean, while the Macondo 
well is over 5,000 feet below the surface of the ocean. 

Can you tell us today, have you abandoned any other efforts to 
kill this well? Are we at the point now where BP is doing nothing 
until the relief well gets down there? Or are you trying some dif- 
ferent technology or some other way to kill the well, you know, be- 
fore you get a relief well down there? Is there anything else on the 
horizon? 

Mr. Hayward. I am afraid there are no other options to kill this 
well other than from the well at the base of the reservoir. As you 
are all aware, we tried to kill the well from the top, using the Top 
Kill operation, and the pressures in the well are such that it is not 
possible to do that. So we have to rely on the relief wells. 

In the interim, we are continuing to contain as much of the oil 
we can. And that operation is currently containing 20,000 barrels 
a day. By the end of this month, we will have the ability to contain 
between 40,000 and 50,000 barrels a day and, by the middle of 
July, between 60,000 and 80,000 barrels a day. 

Mr. Doyle. I will ask you the same question I asked other oil 
executives on Tuesday. Why wouldn’t you just drill relief wells 
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when you drill the main well, so that if something like this hap- 
pened, instead of us waiting 2, 3 months and watching millions of 
barrels of oil come into the ocean, destroying our ecosystem and 
our way of life on the gulf coast, that you could kill that well in 
a short period of time? 

I understand the extra relief well would cost you a little bit more 
money, but it seems to me, in this case, it would have saved you 
billions of dollars. What are your thoughts on drilling relief wells 
along with main wells? 

Mr. Hayward. I think we will need to look at all of the options 
available to us going forward with respect to deepwater explo- 
ration. 

Mr. Doyle. I see my time is up, Mr. Chairman. Thank you. 

Mr. Stupak. Thank you, Mr. Doyle. 

Ms. Schakowsky for questions, please. 

Ms. Schakowsky. Thank you, Mr. Chairman. 

I wanted to focus on the mindset of BP when it comes to its 
workers. You said in your opening statement that you were person- 
ally devastated, you attended a memorial service for those men. “It 
was a shattering moment. I want to offer my sincere condolences 
to their friends and families. I can only imagine their sorrow.” 

Probably not as devastated as the widows that testified before 
our committee. And I asked them: What about BP, what kind of 
contact have you had with BP since the incident — letters, phone 
calls, visits? And Natalie Roshto said, “Two BP men attended 
James’s services, and they never extended a hand, a hug, never ex- 
tended a ‘we’re sorry,’ their condolences. The only words that came 
out of their mouth was where they were to be seated, and I never 
saw them after that.” 

I asked, “What about you, Mrs. Kemp?” “Two BP men came to 
Wyatt’s services, and one extended his hand. I shook it. He told me 
he was very sorry for my loss. He asked if he could hug me; he did. 
The other gentleman extended his hand, told me who he was. And 
they sent two plants to the service. And that is the extent of my 
conversation or any dealings with BP.” 

That’s it. Do you feel that you owe something more to those 
women, just in terms of expressing something and some — and 
more? 

Mr. Hayward. As I said, I am devastated by the accident, abso- 
lutely devastated. And I feel great sorrow for the people who have 
been impacted by it. 

Ms. Schakowsky. Well, they haven’t heard anything. 

Mr. Hayward. The people who were killed in the accident were 
not BP employees. They were employees of Transocean and another 
contractor. And both of them made it very clear that they wanted 
to deal with the families. We have provided support to both 
Transocean and 

Ms. Schakowsky. I guess I was talking about human beings 

Mr. Hayward. And we have made it clear that we will provide 
all and every need for the families, but the 

Ms. Schakowsky. OK, let me ask another question. There were 
BP personnel on the rig, and we read that oil workers from the rig 
were held in seclusion on the open water for up to 2 days after the 
April 20 explosion while attorneys attempted to convince them to 
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sign legal documents stating that they were unharmed by the inci- 
dent. 

The men claimed that they were forbidden from having any con- 
tact with concerned loved ones during that time and were told that 
they would not be able to go home until they signed the documents 
they were presented with. After being awake for 50 harrowing 
hours, Stephen Davis caved in and signed the papers. He said most 
of the others did, as well. 

Do you think this is an appropriate way to treat people that ex- 
perience that? And since you are executives, you had people on the 
rig, what was their feeling about that, what is your feeling about 
that? 

Mr. Hayward. I think it is inappropriate, and it was nothing to 
do with BP. 

Ms. ScHAKOWSKY. I see. And BP had no comment on it and had 
no opportunity — I mean, did the company know about it? Was 
there any 

Mr. Hayward. I don’t believe we were aware it was taking place, 
but it was certainly nothing to do with BP. 

Ms. SCHAKOWSKY. OK. Well, I did mention during my opening 
statement this document that basically says, “Such voluntary effort 
shall be at my own risk,” that people were made to sign. And there 
were two court appearances that were needed to finally get BP to 
take responsibility. 

But what I understand is that BP continued to fail to provide 
adequate protective gear to the fishermen. And on May 16th, 
OSHA issued a detailed directive on the training requirement for 
specific tasks to responders and stated that OSHA had officials 
monitoring the training and observing the cleanup. 

But, according to testimony we heard in Louisiana, still, BP 
failed to provide respirators to the workers exposed to the crude oil, 
and the workers experienced health impacts. The workers were 
afraid to speak up due to the potential to lose their jobs. Those 
fishermen who attempted to wear respirators while working were 
threatened to be fired by BP due to the workers using the res- 
pirators. 

Do you know anything about that? 

Mr. Hayward. I am not aware of that. What we clearly are en- 
deavoring to do is to ensure that anyone involved in the response 
is appropriately provided with whatever safety equipment is re- 
quired. 

Ms. ScHAKOWSKY. Endeavoring to provide? 

Mr. Hayward. Well, we 

Ms. ScHAKOWSKY. Are the workers currently provided with what 
they need? 

Mr. Hayward. Absolutely. In every case, we are trying to make 
certain that people do not put 

Ms. ScHAKOWSKY. You are trying to make certain, but is all the 
equipment there and are all these workers protected? 

Mr. Hayward. To my knowledge, yes. 

Ms. SCHAKOWSKY. Thank you. 

I yield back. 

Mr. Stupak. Thank you. 

We will next turn to Mr. Ross for questions, please. 



88 


Mr. Ross. Thank you, Mr. Chairman. 

And, Mr. Hayward, since my opening statement, up to 416,666 
gallons of oil have leaked into the gulf. That was about 4 hours 
ago. 

In our opening statement 4 hours ago, I asked you to be open 
with us and honest with us in your responses. And, instead, it 
seems as though we are getting statements memorized by you and 
provided by your legal counsel. 

I don’t know if BP quite understands how angry the American 
people and the world is at them. I can tell you it is rare that you 
see Democrats and Republicans on this panel agreeing with one an- 
other, and yet it has been pretty consistent today, with a few major 
exceptions, the level of discontent and anger and frustration at BP. 

I also watch this on the news, and it seems to me that BP has 
not been honest with the American people, it has not been honest 
with our government, and it seems as though you are trying to 
hide something. 

Sir, it is hard to hide 2.5 million gallons of oil a day pouring into 
the gulf We want answers. We want you to be honest and open 
with us. And we want to finally see the kind of transparency that 
you have been talking about. 

I have a few questions for you. 

BP is currently in the process of drilling two relief wells to stop 
the flow of oil that may or may not work, which you have said will 
be finished by August. 

After these relief wells are finished and the leak has been 
stopped, what does BP plan to do with these wells? Do you plan 
to put these wells into production to make a profit off of them, or 
do you plan to shut them down after the situation has been re- 
solved? 

Mr. Hayward. They will be shut down after the situation has 
been resolved. The first relief well, we will pump mud down the re- 
lief well to kill the well, to kill the current well that is flowing, and 
then cement it up. 

Mr. Ross. A recent article in the New York Times reported that 
the cleanup effort thus far has created over 250 tons of solid waste 
and 175,000 gallons of liquid waste that are now being carted away 
from the gulf coast and shipped off to landfills. 

BP executives have stated that had this waste, which is admit- 
tedly hazardous and destructive to our ocean environment, is per- 
fectly safe to dump in our Nation’s landfills. You have polluted our 
coast and our air with this tragic spill, and now you are shipping 
the waste you collect and dumping it near our homes and our 
water sources. 

I want to know where this waste is going. And are you shipping 
it throughout the country? How can we be sure it has been treated 
and is safe? 

Mr. Hayward. I don’t know the details of that, but I can assure 
you that we will do the right thing to ensure that it is treated in 
the proper and appropriate way. 

Mr. Ross. Can you provide me and this committee with a re- 
sponse? 

Mr. Hayward. We certainly can. 
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Mr. Ross. Let me try this, in the time I have left. This has been 
asked several times, and I don’t think we have gotten an answer 
yet. 

We all know about the e-mails from BP employees expressing 
their concerns about the casing procedures, including an April 15th 
e-mail from your drilling engineer, Brian Morel, who described the 
well as, quote, “a nightmare well.” 

How much were the drilling engineers consulted in the decision 
to use the single string casing? Was this a bottom-up decision in 
which the people actually connected to drilling the operation had 
some influence, or did it come from the top down? 

Mr. Hayward. As I understand it from the discussion with our 
investigation team and from the review of the documents, there 
was a discussion taking place amongst the drilling engineering 
team responsible for this well. And that is how the decision and the 
judgments were taken. 

Mr. Ross. So would you call that a bottom-up decision or a top- 
down decision? 

Mr. Hayward. I would say it was a decision taken by the right 
experts with the right technical knowledge to make the decision. 

Mr. Ross. In your testimony, you note that you are currently 
drilling two relief wells which will ultimately stem the flow of oil. 

In previous testimony from BP and Transocean, we have heard 
that there are numerous redundancies built into all of your equip- 
ment and in all of your personnel procedures to ensure that your 
company does the very best it can to ensure that tragedies like the 
one we have seen unfold over the past 59 days don’t occur. 

My question is this: Do you view these relief wells as an on-off 
switch? When these wells are complete, are they going to stop the 
flow of oil into our ocean? If so, why didn’t you predrill emergency 
relief wells prior to this whole mess? It has been asked before; we 
are still waiting for a good answer. 

Did you do cost-benefit analysis and determine that it was cheap- 
er to drill one well, spend years rolling in profits from the oil you 
managed to capture, and then potentially pay a massive sum to 
clean up an inevitable tragedy? Which was it, sir? 

Mr. Hayward. We believed that the blowout preventer was the 
ultimate fail-safe mechanism. That clearly was not the case in this 
instance. 

It failed on three separate indications: It failed when it was acti- 
vated on the drilling rig at the time of the incident. It failed to op- 
erate when the drilling rig separated from the blowout preventer, 
as it should have done. And it failed to activate when we had sub- 
mersible robots at the blowout preventer within 24 hours of the in- 
cident. 

That was the fail-safe mechanism. 

Mr. Ross. Mr. Chairman, I see I am out of time. 

Mr. Stupak. Thank you, Mr. Ross. 

Mrs. Christensen for questions. 

Mrs. Christensen. Thank you, Mr. Chairman. 

Mr. Hayward, you have pledged $20 billion for a trust fund, 
which I see is a commitment to meet BP’s obligation — and not a 
slush fund, just for the record. 



90 


My question is, are health payments such as for any illnesses 
that residents or workers may develop as a result of the spill cov- 
ered in your statement to cover all legitimate claims? And what 
about Federal and local government outlays of health and other 
personnel, are they covered under that? 

Mr. Hayward. Claims of that sort are covered under the fund. 

Mrs. Christensen. Thank you. 

Several individuals and organizations have called for more peo- 
ple and more expertise to assist in fighting what is increasingly 
being called a war. General Honore calls it World War III and calls 
for it to be fought as such. 

What is not part of the effort that needs to be? What is missing? 
And do you feel that you need more hands, more people to effec- 
tively fight this so-called war and prevent the oil from creating any 
more damage? 

Mr. Hayward. We have been fighting a battle on three fronts 
since the very beginning: to eliminate the leak, to contain the oil 
on the surface, and to defend the shore. 

And it is now the task now of the incident commander, the na- 
tional incident commander, Thad Allen, to determine what further 
resources are required. It is a conversation that he and I have on 
a regular basis, to try and ensure that we have the right resources 
in the right place at the right time to deal with the incident. 

Mrs. Christensen. So, as of your last conversation with Admiral 
Allen, the sense was that you had all that you needed and all of 
the people that you needed? 

Mr. Hayward. We are continuing to work the issue of defending 
the shore, to try and mitigate to the maximum extent possible the 
amount of oil that comes onshore. That is where we can still do 
more to defend the beaches. 

Mrs. Christensen. OK. Thank you for your answer. 

You state in your testimony that the events of 4/20 were not fore- 
seen by you. But in light of the several areas of concern that have 
been raised, shouldn’t someone have foreseen and been able to pre- 
vent the explosion? 

For example, I understand that there is supposed to be a policy 
where any one person on a rig can shut it down if they perceive 
a problem. Is this a real policy that is enforced and reinforced in 
training, or is it something just on paper? Because that didn’t seem 
to happen in this instance, even though some Transocean, some 
Halliburton, and even BP employees reportedly had serious con- 
cerns. 

Mr. Hayward. It is a policy that is real. And if anyone at any 
time believes that what they are doing is unsafe, they have both 
the right and the obligation to stop the task. 

Mrs. Christensen. And are you surprised that no one, given 
what we are hearing — and I know the investigation is not com- 
plete — that no one made that decision to shut the rig down? 

Mr. Hayward. I think, in the light of what we now know, it is 
of course surprising that someone didn’t say that they were con- 
cerned. And I think that is to the heart of the investigation, to un- 
derstand exactly what the events were and why there was not a 
different decision taken with respect to the event, particularly in 
the last 5 or 6 hours on the day of the incident. 
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Mrs. Christensen. There was a company that was supposed to 
do the — I think it was Schlumberger, that was on the rig at the 
time and left. Now, when we were in New Orleans, we were told 
in the hearing that they left because of concern for safety, but 
other reports said that they left because they were told they 
weren’t needed. What is, in your analysis, the correct reason? 

Mr. Hayward. I believe it is clear that they left the rig because 
they had completed the task, or the task that they had anticipated 
to do was not required. 

Mrs. Christensen. OK. So, as far as you know, it was not that 
they felt unsafe, as we were told in New Orleans? 

Mr. Hayward. It was nothing to do, I don’t believe on the basis 
of anything that I have seen, that it was anything to do with safe- 
ty. 

Mrs. Christensen. OK. My last question: In your testimony, you 
say, and I am quoting, “BP is a responsible party under the Oil 
Pollution Act,” and you distinguish that terminology from any im- 
plication of legal liability, which is still being investigated. 

When you say “a,” do you think that you are the sole responsible 
party? Or might there be others? And, if so, who? 

Mr. Hayward. The government has named four responsible par- 
ties. They are BP, Transocean, Mitsui, and Anadarko. They have 
all been named as responsible parties in this incident. 

Mrs. Christensen. The last two were? 

Mr. Hayward. Mitsui, Anadarko, Transocean, and BP. 

Mrs. Christensen. Thank you. 

Thank you, Mr. Chairman. My time is up. 

Mr. Stupak. Thank you, Mrs. Christensen. 

Next for questions would be Mr. Welch. He is not here. 

Next would be Mr. Green for questions, please. 

Mr. Green. Thank you, Mr. Chairman. 

Mr. Hayward, the day before yesterday, Mr. Tillerson from 
ExxonMobil testified Tuesday that, in the aftermath of the Exxon 
Valdez accident, ExxonMobil launched a full-scale, top-to-bottom 
review of their operations and implementing far-reaching actions 
that today guide every operation decision they make on a daily 
basis. 

Have there been any specific reforms that BP has implemented 
following the Alaska pipeline accident and the Texas City refinery 
disaster? 

Mr. Hayward. We have implemented major, major change fol- 
lowing the incidents in 2006 and 2007. We have implemented 
changes to our people, in terms of the skills and capabilities we 
have. We have implemented changes to the training that they get 
and the expertise that they develop. And we have implemented sig- 
nificant changes to all of our operating practices, including the im- 
plementation of an operating management system that covers all 
of the company’s operations. It has been a root-and-branch review, 
from top to bottom. 

Mr. Green. I guess my concern is, having followed both the Alas- 
kan pipeline and the Texas City refinery disaster, those reforms 
haven’t worked. 
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What will be done differently this time? In the last almost 60 
days, has there been some discussion on why the reforms from the 
Texas City and the pipeline, the Alaska pipeline, hasn’t worked? 

And, again, you know the information our committee has. You re- 
ceived a letter 2 days ago on some of the decisions that were made 
literally on the rig by BP’s representatives. 

What, going forward from here, will we know 5 years from now 
that we won’t have to repeat what we are doing this time? 

Mr. Hayward. That is why I am so determined to get to the bot- 
tom of this incident, such that we can learn from it and make 
changes to ensure that it doesn’t happen again. 

Mr. Green. What has happened with your drilling procedures 
internationally? I know there are different standards for different 
companies. Our committee heard testimony from the executive a 
few days ago that, typically, Norway and the Scandinavian coun- 
tries have the toughest offshore drilling. I know BP is active in 
Norway. 

Is there a significant difference on what you do in the Gulf of 
Mexico as compared to what you do off the coast of Norway or even 
off the coast at Edinburgh or off the coast of Great Britain? 

Mr. Hayward. We approach with the same standards globally. 
And the truth is that the rules and regulations, as I understand 
it, in the Gulf of Mexico are higher than they are, for example, in 
the North Sea and the U.K. Sector, in terms of the requirements. 

So we will continue to learn from this incident and make changes 
to ensure that it cannot happen again. And it will be global. 

Mr. Green. OK. 

Thank you, Mr. Chairman. 

Mr. Stupak. Thank you, Mr. Green. Do you yield back? 

Mr. Green. Yes. 

Mr. Stupak. Mr. Green yields back. 

I next turn to Mr. Barton, ranking member, for questions, please. 

Mr. Barton. I thank you. Chairman Stupak. I appreciate the op- 
portunity to ask some questions. 

Mr. Hayward, yesterday when we had a hearing in a different 
subcommittee of this full committee, we had four CEOs of other oil 
companies. I think to a person — and I could be wrong about this — 
but I think they all indicated that they either would not have 
drilled this well or at least would not have drilled it the way BP 
drilled it. 

What is your response to that? 

Mr. Hayward. I want to understand exactly what happened 
through our investigation, to compare it with other practices, to de- 
termine what is the truth. And I can’t comment today on that. 

Mr. Barton. All right. 

I have had off-camera discussions with a number of experts in 
the drilling processes for the deep Gulf of Mexico, and they all say 
that BP has a different culture. Eor example, in most of the other 
companies that operate in the deep gulf, there are a number of in- 
dividuals on site that have what is called stop-order authority. In 
other words, if they see something that is going on that com- 
promises safety or integrity, they have the ability to stop produc- 
tion. But I am told that BP doesn’t give that authority, that it is 
further up the chain of command. 
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Is that correct? And, if so, is that something that BP may con- 
sider changing, given what has happened? 

Mr. Hayward. On a drilling operation such as this, anyone can 
stop it — the BP man, the Transocean driller, the Transocean tool 
pusher, the OIM, or the BP on-site leader. It requires everyone to 
agree to continue, and if there is one person who does not agree, 
then they do not. Anyone. 

Mr. Barton. So when I am told that the BP culture in terms of 
this authority is different, I have been told incorrectly? 

Mr. Hayward. I believe that is so. Congressman. 

Mr. Barton. OK. 

In terms of the two relief drills that are currently being drilled, 
are they being drilled using the same procedures as this well, or 
are they being drilled differently? In other words, some of the 
things that weren’t used on this well — the double casing, things of 
this sort — are those relief wells going to use these enhanced safety 
procedures? 

Mr. Hayward. There are clearly some areas of concern, as we 
have identified in our investigation — cement casing. And the relief 
wells are being drilled with all of those issues absolutely foremost 
in the procedure. 

Now, clearly, the relief wells are rather different because of what 
they have to do. But all of the things that we have learnt, to date, 
from our investigation have absolutely been incorporated into the 
activity that is taking place with respect to the relief wells. 

Mr. Barton. OK. 

Have you either read or been at least given a summary of the 
letter that Chairman Waxman and Chairman Stupak sent earlier 
in the week that lists the five or six outstanding — or what they 
consider, what the staffs consider to be the anomalies in this well 
and the safety concerns? Are you familiar with that letter? 

Mr. Hayward. I am familiar with that letter. 

Mr. Barton. OK. Do you agree in general with the concerns that 
are raised there about the lack of, for lack of a better term, a safety 
collar being employed, the number of devices that could have 
stopped the oil and gas venting and escaping up the well? Some- 
body recommended, I think, 21 or 22 , and BP made a decision to 
only use six. 

Now that you know what has happened, do you share some of 
the concerns that that letter raises? 

Mr. Hayward. I think I share the concern about the number of 
contributing factors that may have — that have created this inci- 
dent. They are focused on the cement, on the casing, on the integ- 
rity test, on the well control procedures, and on the complete fail- 
ure of the blowout preventer. 

And they are all areas that I believe we really need to under- 
stand fully before we draw conclusions about how this accident oc- 
curred. 

Mr. Barton. My final question is, based on what you now know, 
do you agree with the general conclusion expressed yesterday that 
this was a preventable accident? 

Mr. Hayward. I believe that all accidents are preventable, abso- 
lutely. 

Mr. Barton. OK. 
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Finally, Mr. Chairman, if I may take a small point of personal 
privilege, I want the record to he absolutely clear that I think BP 
is responsible for this accident, should be held responsible, and 
should in every way do everything possible to make good on the 
consequences that have resulted from this accident. 

And if anything I said this morning has been misconstrued in op- 
posite effect, I want to apologize for that misconstruction. 

With that, Mr. Chairman, I yield back. 

Mr. Stupak. Thank you, Mr. Barton. 

Ms. Sutton for questions. 

Ms. Sutton. Thank you, Mr. Chairman. 

Mr. Hayward, this testimony has been fascinating. 

We have heard a lot about your desire to come in and improve 
the safety of operations everywhere in the world, something to that 
effect. And you listed another top priority: to conduct BP’s business 
in a way that is in tune with the world without damaging the envi- 
ronment. 

Would you agree that BP did not meet those goals on the Deep- 
water Horizon rig? 

Mr. Hayward. I think it is clear that I regret, BP regrets what 
has happened here deeply. 

Ms. Sutton. So, obviously, BP did not meet those goals on the 
Deepwater Horizon rig. But, Mr. Hayward, the concern beyond that 
is there seems to be little evidence about how hard BP tried to 
meet that goal. 

The committee’s investigation of the Deepwater Horizon disaster 
identified five key decisions — we have talked about it over and over 
again in this hearing — made by BP officials in the days before the 
explosion. Those decisions had two common denominators: They 
saved time and cut costs, and they each increased risk. 

Now, I have heard you say over and over again in the course of 
today’s hearings that there is nothing that I have seen in evidence 
so far that BP put costs ahead of safety. And I have to tell you how 
detached that seems. Because we have also talked about some of 
the documents that the committee has unearthed, and document 
after document that indicated that BP officials in charge of the 
Deepwater Horizon were focused on saving time and money — for 
example, the document that says that the well design was chosen 
because it would save $7 million to $10 million. 

You are familiar with that document, correct? 

Mr. Hayward. I am familiar with that document. 

Ms. Sutton. OK. And another one says that the reason for not 
using sufficient centralizers is because it would take 10 hours to 
install them. You are familiar with that document? 

Mr. Hayward. Yes, I am familiar with that document. 

Ms. Sutton. OK. And you indicated that you weren’t familiar 
with any of this happening before the explosion; you only learned 
about it afterwards, right, as the CEO of this company? 

Mr. Hayward. I wasn’t familiar with any of the decisions or any 
of the documents surrounding this well prior or during the drilling 
of the well. 

Ms. Sutton. OK. And what is fascinating also is that, when you 
were asked about how these decisions are made within the struc- 
ture of your organization, you referenced this from a perspective of. 
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“As I understand it from our investigation, this is how these deci- 
sions are made.” But you are the leader of the company. You 
couldn’t even tell us if they were top-down or bottom-up decisions. 
You were just referencing them based on an after-the-fact inves- 
tigation. 

So when we talk about these documents, the documents I just 
referenced — the one that says the well design was chosen because 
it would save $7 million to $10 million and the other one that says 
that the reason for not using sufficient centralizers is because it 
would take 10 hours to install them — none of these documents 
makes a decision to ensure a safe environment on the rig or protect 
the environment from a catastrophic oil spill. 

Would you say that that is true, that that doesn’t indicate a deci- 
sion being made based on ensuring a safe environment or pro- 
tecting the environment? 

Mr. Hayward. I don’t think it is possible to say that, based on 
the documents, out of context. 

Ms. Sutton. And, see, that is why I think there is a real detach- 
ment here, a real disconnect, as we have heard that word used ear- 
lier today. It seems to me there was a disconnect prior to the explo- 
sion, and there remains a disconnect when viewing evidence that 
is very clear and being presented. 

This was a tragic failure. You have talked about your commit- 
ment to safety and the environment, but when push came to shove 
on the Deepwater Horizon, the company’s concern seemed to be the 
bottom line. 

And I guess this is my question to you, Mr. Hayward: Who was 
responsible for the failures on the Deepwater Horizon and the ter- 
rible set of decisions that led to the tragedy in the gulf? 

Mr. Hayward. That is what our investigation will determine, 
and that is what it is going to do. And if there is, at any point, evi- 
dence to suggest that people put costs ahead of safety, then I will 
take action. 

Ms. Sutton. So, evidence like those documents? 

Mr. Hayward. The evidence from the totality of the investiga- 
tion. 

Ms. Sutton. OK. 

Mr. Hayward, as the leader of the company, don’t you have to 
accept the responsibility? 

You talked about the importance of safety and the environment, 
but you presided over a corporate culture where safety and risks 
and risks to the environment were ignored in order to save a few 
days and a few dollars in drilling costs. 

If you are the leader of the company, don’t you have to take re- 
sponsibility? 

Mr. Hayward. I am absolutely responsible for the safety and re- 
liable operations in BP. That is what I have said all along. 

Ms. Sutton. Thank you, Mr. Chairman. I yield back. 

Mr. Stupak. Thank you, Ms. Sutton. 

Mr. Welch for questions, please. 

Mr. Welch. Thank you, Mr. Chairman. 

Mr. Hayward, is it true that, in 2005, the Texas City operation 
owned by BP blew up, resulting in the loss of lives of 15 workers? 

Mr. Hayward. That is true. 
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Mr. Welch. And is it true that, in 2006, a BP oil pipeline in 
Alaska ruptured and spilled 200,000 gallons of crude oil? 

Mr. Hayward. That is true. 

Mr. Welch. And is it true that, in 2007, when you took over as 
CEO of BP, the corporation settled a series of criminal, not civil, 
criminal charges and agreed to pay $370 million in fines? 

Mr. Hayward. That is correct. 

Mr. Welch. And is it also true that, in 1 year, the Occupational 
Safety and Health Administration, OSHA, found more than 700 
violations at BP’s Texas City refinery and fined BP what was then 
a record fine of $87.4 million? Is that true? 

Mr. Hayward. That is correct. 

Mr. Welch. And is it true that, earlier this year, a BP refinery 
in Toledo, Ohio, was fined $3 million for willful — and I emphasize 
the term in the finding, “willful” — safety violations, including the 
use of valves similar to those that contributed to the Texas City 
blast? 

Mr. Hayward. That is correct. 

Mr. Welch. And is it true, as well, that the U.S. Chemical Safety 
Board, which did investigation into the Texas City refinery, was 
headed, with the active participation of former Secretary of State 
James Baker — are you familiar with that report? 

Mr. Hayward. I am very familiar with that report. 

Mr. Welch. And in that report — which you, I take it, regard as 
credible? 

Mr. Hayward. I believe it is very credible, and it is the basis on 
which we moved forward in 2007. 

Mr. Welch. And that report, and I quote, found that “BP man- 
agement allowed operators and supervisors to alter, to edit, to add, 
and to remove procedural steps at the Texas City refinery without 
assessing risk.” 

And the Baker panel examined all of BP’s U.S. refineries and 
found “a toleration of serious deviations from safe operating prac- 
tices.” 

Is that an accurate statement of the findings of Mr. Baker’s re- 
port? 

Mr. Hayward. It is an accurate finding. And based on the find- 
ings of that report and the instances of 2005 and 2006 

Mr. Welch. And in the case 

Mr. Hayward. — we implemented a systematic change in how we 
manage safety and a systematic change in the culture of BP. 

Mr. Welch. Well, let me ask you 

Mr. Hayward. That is something we have done consistently over 
the last 3 years. 

Mr. Welch. Well, did that systematic change that you say you 
implemented as a result of the Baker report account for the reason 
that, at Deepwater Horizon, when faced with the choice of a cheap- 
er and quicker casing design or a safer design, BP chose the cheap- 
er and quicker casing design? Did you do that on the basis of the 
recommendations of the Baker report? 

Mr. Hayward. As I have said, we need to wait for the results of 
the investigation to conclude. If there is any evidence whatsoever 
that people put costs ahead of safety in this incident, then we will 
take action. 
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Mr. Welch. Well, I am not going to ask you what their reason 
was. What I am going to ask you — and, in fact, it is not in dispute, 
that the choice was made to use a cheaper and quicker casing de- 
sign rather than a more expensive design. 

And I will ask you again: There were fewer casing centralizers 
than some folks were recommending. Is that — I will leave out moti- 
vation, but there was a choice of more casing centralizers or fewer 
casing centralizers. More cost more; fewer cost less. Which choice 
did BP make at Deepwater Horizon? 

Mr. Hayward. The decision taken by the engineering team at the 
time, which was a technical judgment, was to use fewer 
centralizers rather than more. It is not always true that more is 
better. 

Mr. Welch. And BP chose at Deepwater Horizon not to circulate 
drilling mud that would have cleaned out the well. It chose a light- 
er saltwater base for the cementing procedure. Is that correct? 

Mr. Hayward. The procedure to displace the mud was a proce- 
dure that is not uncommon in the industry. It was a procedure that 
was approved by the MMS prior to implementing it. 

Mr. Welch. Are you saying you made the right choice in this 
case? 

Mr. Hayward. I am not able to make a judgment as to whether 
the right choices were made. 

Mr. Welch. Well, you are the CEO. 

Mr. Hayward. But I am not, with respect. Congressman, a drill- 
ing engineer or a technically qualified engineer in these matters. 

Mr. Welch. But you are in charge of them. 

Mr. Hayward. That doesn’t mean to say I am an expert. 

Mr. Welch. Well, I mean, you know, one of the frustrations that 
I think folks have is, who is in charge? And there was a Baker re- 
port that said there was a systematic choice being made consist- 
ently by BP that led to the loss of life, that led to pollution, that 
could be attributed to a decision based on saving money, increasing 
profits, at the expense of safety and, as it turns out, unfortunately, 
human lives. 

You know, I am going to get back to what I asked you earlier. 
I think all of us live in a world where we would prefer to have 
fewer regulations rather than more. We would like to rely on trust 
and faith and our word, rather than regulations and checking over 
your shoulder and all those things that I think both sides find an- 
noying. 

But I am going to ask you the question: Does a CEO who has 
presided over a company that has incurred over $370 million in 
fines, whose company was subject to this report by Mr. Baker, indi- 
cating a choice at the expense of safety, does that person who has 
presided over almost $100 billion in loss of shareholder value, in 
the suspension of a $10 billion annual dividend, who has lost the 
confidence of shareholders and regulators and, most importantly, 
the families and citizens of the gulf, does that person enjoy the con- 
fidence necessary to continue acting as CEO? Or is it time for that 
CEO to resign? 

Mr. Hayward. I am focused on the response. I am focused on try- 
ing to eliminate the leak, trying to contain the oil on the surface 
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and defend the beaches and to clean up the spill and to restore the 
lives of the people on the gulf coast. That is what I intend to do. 

Mr. Welch. OK. I yield back, Mr. Chairman. 

Mr. Stupak. That concludes questions by members of the sub- 
committee. As I indicated earlier, members of the full committee 
will have an opportunity to ask questions if they so choose. So we 
will alternate, and, as I indicated earlier, it will be based upon 
committee seniority. 

So, Mr. Stearns, you would be next, first on the Republican side, 
for questions for 5 minutes, please. 

Mr. Stearns. Thank you, Mr. Stupak, and thank you for allow- 
ing me to ask these questions. 

Mr. Hayward, I have watched this hearing, and time and time 
again you have indicated this — ^you have responded with this state- 
ment: “I can’t give you a legitimate answer to that question.” You 
have said it over and over again. They have asked you for details; 
you didn’t know. 

Did you bring anybody with you who has the detailed informa- 
tion that could help you answer a lot of these questions? Is there 
anybody else who can help? 

Mr. Hayward. I have a technical expert with me. 

Mr. Stearns. Because I don’t see you go back to that technical 
expert, and you just continue to say, “I just can’t answer that ques- 
tion.” 

So my question for you today: Is today Thursday, yes or no? 

Mr. Hayward. It is Thursday. 

Mr. Stearns. OK. 

Next question. The people of Florida, when I talk to them and 
they say there is oil spilling on the coast, would it be appropriate 
to say that is because of BP’s reckless behavior, yes or no? 

Mr. Hayward. It is a consequence of a big accident. 

Mr. Stearns. No, yes or no? Reckless behavior or not? 

Mr. Hayward. There is no evidence of reckless behavior. 

Mr. Stearns. So you are standing here, you are saying here 
today that BP had no reckless behavior. That is your position, yes? 

Mr. Hayward. There is no evidence of reckless behavior. 

Mr. Stearns. No. Yes or no? You are saying BP has had no reck- 
less behavior, is what you are saying to us. 

Mr. Hayward. I have seen no evidence of reckless behavior. 

Mr. Stearns. OK. So you are on record saying there has been 
no reckless behavior. 

We had a hearing. Mr. McKay was here. We had the CEOs of 
Exxon, Chevron, ConocoPhillips, and Shell. We asked them the 
question, knowing what we know today about the inconsistent well 
pressure test readings, would you have proceeded with with- 
drawing the drilling fluid from the well? Every one of them said 
no. 

Then the next question was asked to them about safety meas- 
ures. Are there safety measures that your company could have 
taken to prevent this incident? Every one of them said yes. 

So you are here this morning saying your company had no reck- 
less behavior, yet all your peers, the CEOs of Exxon, Chevron, 
ConocoPhillips, and Shell, all pointed out your reckless behavior. 
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Later on, Halliburton warned your company that the well could 
have a severe gas flow problem. Were you aware of Halliburton’s 
warning, yes or no? 

Mr. Hayward. I was not involved in any of the decisions around 
this time. 

Mr. Stearns. No, I don’t want to hear that. I mean, this is the 
same thing you have been saying all day. What I want to know is, 
you, in your position — has anyone on your staff briefed you about 
Halliburton warning your company, we could have a severe gas 
flow problem? Were you ever notified or briefed on this? Yes or no? 

Mr. Hayward. No, prior to the incident. 

Mr. Stearns. So you are up at this top echelon and you didn’t 
hear — did you hear about the e-mails that occurred? 

Later that day, a BP official involved in the decision, who recog- 
nized the risks of proceeding with insufficient centralizers, threw 
caution to the wind in an e-mail just 4 days — 4 days — ^before the 
disaster, stating, “Who cares, it’s done, end of story, will probably 
be fine.” Did you know about that e-mail? 

Mr. Hayward. I had no prior knowledge of this well prior to the 
incident whatsoever. 

Mr. Stearns. In light of what your four peers have said, dealing 
with safety, dealing with the precautions with the pressure test 
reading, and dealing with Halliburton, don’t you think there is 
reckless behavior indication? If what I told you is true, do you 
think BP has reckless behavior? 

Mr. Hayward. I believe all accidents are preventable. The inves- 
tigation will determine how this accident has occurred 

Mr. Stearns. OK. So you are saying, right now, based upon all 
the information I gave you, you do not think BP had any reckless 
behavior. That is your position this afternoon. Is that correct, yes 
or no? 

Mr. Hayward. That is — I have seen no 

Mr. Stearns. I want you to say that you don’t think BP has 
reckless behavior. 

Mr. Hayward. I have seen no evidence of reckless behavior. 

Mr. Stearns. OK. All right. 

Now, let’s say you were on a ship and you ran into New Orleans 
and you spewed all this oil and you killed 11 people. Do you think 
the captain of that ship should be fired? 

Has anyone in BP been fired because of this incident? Anybody? 
Yes or no? 

Mr. Hayward. No, so far. 

Mr. Stearns. No people have been fired. 

So, you are captain of the ship, runs into New Orleans, spews all 
this oil. There is all this damage from Alabama to Mississippi, 
Florida, Louisiana. And no one has been fired? 

Mr. Hayward. Our investigation is ongoing. 

Mr. Stearns. So let’s say the investigation goes for 3 years. Does 
that mean you wouldn’t fire anybody? 

Mr. Hayward. As the investigation draws conclusions, we will 
take the necessary action. 

Mr. Stearns. OK. So, in light of all the environmental damage, 
the human damage, and just the information from your peers say- 
ing that you were indeed reckless, and these e-mails I have told 
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you, you still are going to stonewall us this morning, this after- 
noon. And you are saying basically, we did nothing wrong and we 
are going to wait until the evidence to prove whether we did wrong 
or right; is that correct? 

Mr. Hayward. I believe we should await for the conclusions of 
the various investigations before we make decisions based on those 
conclusions. 

Mr. Stearns. Well, Mr. Chairman, he did answer that today is 
Thursday. 

Mr. Braley [presiding]. The chair now recognizes the gentleman 
from New York, Mr. Engel, for 5 minutes. 

Mr. Engel. Thank you very much, Mr. Chairman. 

Mr. Hayward, I am going to attempt to ask some of the questions 
that my other colleagues have asked but really haven’t been an- 
swered. 

Now, on Tuesday, we had the leaders of ExxonMobil, Chevron, 
Shell, and ConocoPhillips. They all insisted at the hearing on Tues- 
day that they would not have made the mistakes that led to the 
well explosion. 

Are they lying to us, or are you lying to us by telling us that you 
don’t know who is responsible and don’t know whether or not BP 
did something wrong? They are all saying BP did something wrong. 

Mr. Hayward. I believe we need to await the results of the mul- 
tiple investigations before we draw conclusions. 

Mr. Engel. Well, it is 

Mr. Hayward. I want to get to the bottom of this more than any- 
one. I want to learn the lessons, and I want to ensure that we can 
learn the lessons and that the industry can learn the lessons. 

Mr. Engel. Well, I don’t understand. It is 61 days, it is 2 
months. I mean, what kind of an investigation are you going to 
conduct? Why, in 2 months, with all this oil spilling into the gulf, 
do we not have at least a preliminary investigation? 

Mr. Hayward. We are conducting a full and comprehensive in- 
vestigation. It involves a team of more than 50 people. We have 
shared the results of that investigation, as they become available, 
with this committee. And we will continue to do that. 

Mr. Engel. Well, Mr. Hayward, perhaps your lawyers have told 
you to be really cautious, but it is really an insult for you to come 
to this committee and keep repeating the same thing, evade ques- 
tions, evade answers, and just repeat again and again that you 
were not responsible and that we have to wait for an investigation. 

Why didn’t you come testify to this committee after the investiga- 
tion if you are not prepared to tell us anything of knowledge now? 

Mr. Hayward. With respect. Congressman, I wasn’t party to any 
of the decisionmaking around this well in the time it was being 
drilled. And, therefore, I am not in a position to make a judgment 
about whether the decisions taken were the right ones or the 
wrong ones. 

Mr. Engel. Well, but we have all made a judgment because it 
is 60 days and oil is spilling into the gulf So, obviously, decisions 
were made that were wrong. 

Can’t you just admit that? Can’t you just say, “I am sorry”? Can’t 
you just admit that decisions were made that were wrong, instead 
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of sitting there and telling us you don’t know and you have to wait 
for an investigation? 

Mr. Hayward. I am very, very sorry that this accident occurred, 
very sorry. I deeply regret it. I deeply regret it for very many rea- 
sons. And I do believe that it is right to investigate it fully and 
draw the right conclusions. 

Mr. Engel. What needs to be investigated? What needs to be in- 
vestigated that has not been investigated up till now? And how 
long will it take you? 

Mr. Hayward. I can’t answer how long it will take because we 
want to make certain it is complete. But there are clearly 

Mr. Engel. Well 

Mr. Hayward [continuing]. Many investigations — excuse me, 
sorry. There are many investigations ongoing. There is our inves- 
tigation, there is a Marine Board investigation, and a Presidential 
commission. And they will undoubtedly draw important conclusions 
for all of them. 

Mr. Engel. But you are the CEO. Shouldn’t you not set the tone 
for the investigation? Shouldn’t you not say, “I demand that within 
a month we are going to know what happened”? 

I mean, you are really insulting our intelligence, with all due re- 
spect, by not giving us any answers and telling us that you have 
to wait for some investigation. I think the rest of the world isn’t 
blind. We know what has happened, and we know that BP obvi- 
ously didn’t do what it was supposed to do. Only you don’t know 
that. 

Mr. Hayward. I believe I have set the right tone. We launched 
the investigation within 24 hours. We have made it open and 
transparent. And we are sharing with everyone the results as they 
come out. 

Mr. Engel. Well, let me ask you this: How many other wells has 
BP in the gulf? 

Mr. Hayward. I don’t know the precise number, but it is a large 
number. 

Mr. Engel. Give me a ballpark figure. 

Mr. Hayward. In the area of hundreds. 

Mr. Engel. OK. How can we be assured that the same thing 
won’t happen with one of the other wells? How can you give us as- 
surances that what happened with this well won’t happen again to 
several hundred wells? 

Mr. Hayward. The other wells that I am referring to have all 
been drilled and completed and are secure. 

Mr. Engel. So you are saying, then, all the other wells that BP 
has, that something that happened to this well could never happen 
again in any of those other wells? 

Mr. Hayward. All of the other wells that I am referring to are 
wells that have been completed and are secure. 

Mr. Engel. So is that the same assurance that you had said that 
you were going to, with a laser, make safety a priority? Is this the 
same kind of assurance that you are giving us now? 

Mr. Hayward. I have, throughout my tenure, been very explicit 
about the priority of safety in BP. It is the first word I utter every 
time I talk to any group of people in BP, the fact that safe and reli- 
able operations is our number-one priority. 
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And we have made very significant changes to our processes, to 
our people, and invested very significantly into the integrity of our 
plants and equipment over the last 3 or 4 years. 

Mr. Engel. Mr. Hayward, let me just say with all due respect, 
I, like everyone else here and everyone else in America, is thor- 
oughly disgusted. I think you’re stalling. I think you’re insulting 
our intelligence. And I really resent it. 

Mr. Chairman, I yield hack. 

Mr. Stupak [presiding]. A member of the full committee Mr. Sca- 
lise for questions, please. Five minutes. 

Mr. SCALISE. Thank you, Mr. Chairman. I appreciate you letting 
me participate in this. 

Mr. Hayward, this is a picture of an oiled pelican. This is our 
State hird in Louisiana. I’m going to keep this on my desk as long 
as we are battling this as a constant reminder of what is at stake. 
But I want you to keep this in your mind as well to recognize that 
we are not just talking about the loss of life, which is tragic, we 
are not just talking about the oil that is still spewing out of that 
well. We are talking about our way of life not just in Louisiana, but 
all along the Gulf Coast that is at stake. I would hope you keep 
this image in your mind as a constant reminder of what is at stake 
and what we are battling on a daily basis. 

Our two priorities right now are, number one, doing everything 
we can to make sure you all cap this well, but also to battle as 
strongly as we can to keep the oil out of our marsh and our eco- 
system. We don’t want to sit back and wait until the oil comes in 
and does possibly irreparable damage. We want to be proactive. 
But we are having problems on the ground being proactive because 
of the delays. 

I still hear — I was on Grand Isle Friday. I hear the biggest com- 
plaints from our local officials that they are spending more of their 
time fighting BP and the Federal Government than they are fight- 
ing the oil. This is unacceptable. And I know you talk about all the 
things that you all are doing, but it is not enough. We need a more 
urgent sense of response to this disaster. And I want to ask you 
what you are going to do to help speed that up. 

When our local officials tell us when they have basic questions 
they need answers to, it takes at least 5 days. They first go to the 
Coast Guard, then they are sent to BP to get approval, and then 
they go around in circles and they are told they are going to get 
answers, and they never get those answers. This is just not an ac- 
ceptable way to run this operation. And so when we hear who is 
in charge — I want to ask you, who is in charge on the ground? 

Mr. Hayward. The National Incident Commander is the person 
in charge of this operation. 

Mr. ScALiSE. So is the Federal Government telling you what to 
do? Are you telling the Incident Commander what to do? When our 
local officials say we need something approved, do they need to get 
the Incident Commander and your approval? Because they are get- 
ting runaround in circles right now. 

Mr. Hayward. We are trying, sir. We are not being perfect, I ac- 
knowledge. We are trying very hard to do better. We are operating 
under the direction of the Federal Government. 
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Mr. ScALiSE. Let me give you an example. When our Government 
came with an idea — and this was over a month ago now. He had 
an idea, Governor Jindal working with the local leaders, to have 
this sand barrier plan. They laid it out. They actually made some 
changes. They worked with scientists and with engineers. And then 
over 3 weeks went by before any approval. 

Now, we contacted — our entire delegation signed a letter; we 
tried to get the President engaged in breaking this logjam. Still to 
this day, only 25 percent of that plan has been approved. Now, is 
that you that is not approving the other 75 percent? Is that the 
Federal Government that is not approving it? Who is not approving 
the other 75 percent? Because it is not approved to this day. 

Mr. Hayward. The approval process flows through 

Mr. ScALiSE. Is it you or the Federal Government? 

Mr. Hayward. The ultimate approval 

Mr. SCALISE. Can you tell them no? 

Mr. Hayward. The ultimate approval process is with the Govern- 
ment. 

Mr. ScALiSE. So the Federal Government is the one who hasn’t 
approved the other 75 percent? 

Mr. Hayward. I can’t speak to the details of the other 75 per- 
cent. 

Mr. SCALISE. You don’t know about it? We brought this to them. 
I know they submitted it. Our Governor submitted this to you and 
the Incident Commander. 

Mr. Hayward. As you know, we have committed $360 million to 
build a large part of the barrier island as 

Mr. ScALiSE. It is not a large part. It is 25 percent of the plan. 
That may seem like a large part to you. 

Let me go to another question that we get asked. They don’t have 
any kind of approval of creation of a seafood safety plan. Now, is 
that something that was submitted to you all? Is that the Federal 
Government that is not approving it? Is it BP that is not approving 
it? Because again, our local leaders, they are getting run around 
in a circle, and nobody is held accountable when things don’t hap- 
pen. 

What I’m going to present to you is that we don’t have time for 
these games to continue to play. We can’t have 5 days go by before 
an answer is given to anybody because the oil is coming every day. 

And I will just give you an example about the sand barrier plan. 
Now, you say you all have approved a lot of it. There is no plan 
of protection along any part of Grand Isle, and there is an area call 
Barataria Bay. And I would suggest you go look it up. About a 
week and a half ago there was no oil in Barataria Bay. That sec- 
tion was scheduled to be covered by the barrier plan that still to 
this day hasn’t been approved. Now, today there is oil, thick oil, 
coming into the Barataria Bay. So you’re not showing the sense of 
urgency. And whether it is you or the Federal Government, we 
have got oil in Barataria Bay when we had a plan a month ago to 
keep the oil out of Barataria Bay. 

So when people are hearing that everything is being done. I’m 
going to tell you, on the ground it is not getting done. And I don’t 
know what you need to do differently, but you need to go do some- 
thing differently. And if it is not you that is blocking it, you need 
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to tell somebody who is blocking it, because it is being blocked. And 
it is not getting done on the ground, and we don’t have the luxury 
of time. 

This shouldn’t be happening. We put plans in place to stop this 
from happening, and our plans are not being approved. Now, I 
would love it if our plans were being rejected because there were 
better alternatives that were being offered by somebody, that were 
being approved, but there are no other alternatives. All we are 
being told is no without any other option being presented. And 
what we are saying is if you have got a better option, present it. 
Otherwise approve our plan. But we don’t have time to waste. Do 
you understand that? 

Mr. Hayward. I understand your concern and your anger. 

Mr. ScALiSE. And I hope you make the changes that are needed, 
because we don’t have time. 

This is something else. We continue to get — and my office gets 
flooded, I know a lot of others get flooded, with ideas of how to stop 
the oil from coming into the marsh, how to cap the well and other 
things. We have seen basic ideas like putting hay in the water, all 
the way up to the supertankers in Saudi Arabia. None of them are 
getting done on the ground. 

I’m going to give you this database. This is a database of ideas 
with links, with schematics of a number of different ideas that 
should be done that can stop the oil from coming into our marsh. 
But it is not getting done. 

We don’t have time to waste. So I’m going to ask you to move 
swiftly on this, and I am going to give you a resolution passed by 
our Senate that asks that you engage our local people who have 
been affected by this. A lot of them aren’t even being able to be em- 
ployed in saving the marsh. They want that done. And also to 
speed up the efforts on some of these alternatives that are going 
nowhere. We have got a lot of ocean out there that has got oil. 

Mr. Stupak. Time 

Mr. SCALISE. We want you to use every opportunity to fix that. 
So I’m going to give this to you. 

Thank you, Mr. Chairman. I yield back. 

Mr. Stupak. Mrs. Capps for questions, please. 

Mrs. Capps. Thank you, Mr. Chairman. 

Mr. Hayward, your $20 billion of compensation fund is a good 
first step, but it is just the beginning. You’re going to have to fully 
compensate everyone who has been affected by this disaster. This 
week BP announced the first installment of a $25 million fund 
within a broader $500 million commitment to the Gulf of Mexico 
Research Initiative. Is BP still committed to putting the full 500 
million, not just the 25- installment, but the full 500 million, to- 
wards this initiative? 

Mr. Hayward. We are. It is an initiative that will take place, we 
believe, over 10 years. 

Mrs. Capps. When will we see the details of this entire program? 

Mr. Hayward. It’s being worked by the experts currently. We 
think it is important to have a program that has firm scientific 
foundation. 

Mrs. Capps. Are these your experts, sir? 
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Mr. Hayward. No, these are not our experts. These are inde- 
pendent scientists from across the United States from some of 
the 

Mrs. Capps. I would request that you would submit to the com- 
mittee the list of experts that you have that are developing this 
program. I would appreciate that. 

Mr. Hayward. We would be very happy to do that. 

Mrs. Capps. Will there be further scientific investments you will 
make available to the research community, significant further in- 
vestments of dollars? 

Mr. Hayward. Well, we have set up a $500 million initial fund, 
and I think we need to see what the scientists determine. 

Mrs. Capps. I just mention this because your commitment pales 
in comparison to the $1 billion Exxon spent on the Valdez spill 20 
years ago, which was in quite a bit more remote location, and fewer 
people apparently were impacted by that one. 

So you are going to make all the data from this research avail- 
able to the public? 

Mr. Hayward. It would be fully open and transparent. It won’t 
be BP’s data, it will be the data of the scientists involved. 

Mrs. Capps. All right. With their names attached? 

Mr. Hayward. Absolutely. 

Mrs. Capps. I want to switch topics now. The Federal Govern- 
ment has developed training classes to provide the necessary train- 
ing for workers and volunteers who are cleaning up the oil from 
your spill, but we continue to see reports that BP is not following 
the training guidelines, endangering further the health of these 
workers now and long into the future. Why are we still hearing 
these kinds of reports from the people who are out on the water 
and on the shoreline? 

Mr. Hayward. We are doing everything we can to train everyone 
involved in this as well and as clearly and as properly as we can. 

Mrs. Capps. Are you using the Federal-developed courses? 

Mr. Hayward. We are using OSHA guidelines to establish what 
is the appropriate training. 

Mrs. Capps. Finally, I want to ask you about BP’s response plan, 
which was clearly inadequate. This committee learned this week 
that the other major oil companies rely on the same response plans 
that are practically identical to your own. The same contractors 
seem to have written your plan and their plans. They hired the 
same contractors, apparently, as you did. And you all appear to 
have the same technical experts and the very same response com- 
mitment. 

Now, if this bill had happened to a different oil company, do you 
have any reason to think that they would have responded more ef- 
fectively than BP has? 

Mr. Hayward. I can’t really comment on that. All I can say is 
that we have initiated the biggest spill response in the history not 
only of America, but of the world. It involves thousands of vessels, 
35,000 people. It is the largest activity of its kind ever conducted. 

Mrs. Capps. I appreciate that. The Federal Government has — 
this country has also initiated the largest response that we have 
ever initiated on behalf of any kind of a natural disaster or man- 
made disaster in the history of this country as well. 
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But finally, back to my original question on that topic. Rex 
Tillerson, the CEO of ExxonMobil, was asked the same question 
that I just asked you. He said that Exxon, his own company, is not 
prepared to deal with a large spill if it happens to them. He also 
said that the response capability to prevent the impacts of a spill 
doesn’t exist. Now, bear in mind, this is the same response — train- 
ing manual — response manual that your company has. With re- 
spect to his own, he says the impacts of a spill, the capability does 
not exist and probably never will. 

My question to you, do you agree with Mr. Tillerson about this? 

Mr. Hayward. I agree that there are many missings in our abil- 
ity to respond to an incident of this type, and there will be many 
learnings to be had from this incident and how we can build better 
response capability in the future. And as I said, we are doing an 
extraordinary spill response, and I regret that it hasn’t been more 
successful so far than any of us want. 

Mrs. Capps. I yield back, Mr. Chairman. 

Mr. Stupak. Thank you, Ms. Capps. 

Mr. Gonzalez for questions, please. 

Mr. Gonzalez. Thank you very much, Mr. Chairman. 

Mr. Hayward, let me ask you, there is a 6-month moratorium on 
deepwater drilling. Do you think that is reasonable under the cir- 
cumstances? 

Mr. Hayward. I think it is important that the lessons from this 
are learned, and that clearly that is a decision for the authorities 
to take, not for me. But it is clearly important. 

Mr. Gonzalez. I’m not asking you to make the decision. I’m just 
asking your opinion. Based on your expertise and your position, I 
would assume you would have an opinion on whether that is a pru- 
dent thing to be doing. 

Mr. Hayward. I believe it is prudent for the industry to take 
stock of what has happened here before it moves forward. 

Mr. Gonzalez. Well, you know, there are calls to move expedi- 
tiously to lift that ban after accomplishing whatever is supposed to 
be accomplished in order to give people peace of mind that as we 
drill, we are not going to have recurrence. 

When do you think would be appropriate to consider lifting the 
moratorium? 

Mr. Hayward. I don’t think I can make a judgment on that 
today. I think that is something 

Mr. Gonzalez. What would common sense tell you? 

Mr. Hayward. I think it is understood clearly what happened 
and understood clearly what better response is required in the 
event that something like this ever happened again. 

Mr. Gonzalez. I’m hoping everybody is going to be on that same 
page. It is fundamentally sound. 

Now, we have had other Members that made reference to the 
hearing we had a couple of days ago, and I’m sure you have al- 
ready spoken to Mr. McKay and such. But Shell, Exxon, Chevron, 
ConocoPhillips, they all said — I will tell you this, though. When I 
asked them if they could give me 100 percent assurance that noth- 
ing like this would happen when they are drilling in deep water, 
they wouldn’t give me — what they would say is, we do it safely, we 
do it safely. Human experience is that there are no 100 percent as- 
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surances about any activity. And all I was trying to get is that let 
us be honest with the American people that there is risk, there is 
risk, there is risk. And it is a calculated risk. And if we can provide 
enough assurances that it is a risk worth taking, then we will be 
out there, won’t we? 

Well, they wouldn’t do that, believe it or not. And I’m hoping you 
won’t play that same game. What they did say was it never would 
have happened, because their manner and fashion of drilling is dif- 
ferent than what you were doing. And I don’t want to start a big 
war on you guys, but do you really believe that the way they ex- 
plore and drill in deep water is substantially different than what 
you were doing out there? 

Mr. Hayward. Not to my knowledge. 

Mr. Gonzalez. I tend to agree with you. 

So let’s talk about planning. And I think Ms. Capps pointed out 
something that is really important as far as Exxon. What he actu- 
ally said was, we couldn’t deal with it if something like that hap- 
pened, which is an incredible statement to make, isn’t it, the fact 
that you’re willing to expose that kind of risk? And if the worst- 
case scenario did develop, you wouldn’t know what to do. 

So let’s go back to 2003. The Society of Petroleum Engineers and 
the International Association of Drilling Contractors reported, 
quote, “no blowout has yet occurred in ultra deep water, water 
depths of 5,000 feet or greater. But statistics show it is likely to 
happen. Are we ready to handle it?” Well, we know the answer is 
no. But at that time they said it was likely to happen. 

Have you ever read anything like that in all these years, that it 
was likely to happen? 

Mr. Hayward. I haven’t read that answer. I’m afraid. 

Mr. Gonzalez. Did you believe that it was likely to happen? 

Mr. Hayward. I did not believe it was likely to happen. It was 
a risk that was identified as the highest risk by BP across the cor- 
poration. It was a risk that was identified as the highest risk by 
our exploration and production unit. And we believed that the risk 
mitigant was the so-called failsafe mechanism of the blowout pre- 
venter. 

Mr. Gonzalez. This blowout preventer, it is the ultimate failsafe. 
And I know that you keep using that term, and it comes back 
somewhat to haunt you. But I’m curious about blowout preventers 
and the difference — and I was noticing my staff, as they were get- 
ting some information, if you have a surface well, you have a 
10,000-pound-per-square-inch blowout preventer. Shallow water, 
10,000 pounds per square inch; deep water, 15,000 pounds per 
square inch. Now, I’m not an expert. Why? What is the difference 
as you go into depth? Why a greater capacity? 

Mr. Hayward. Because of the pressure of the reservoirs that we 
are drilling. 

Mr. Gonzalez. Which then leads me to — what do you think 
you’re dealing with at that depth as far as pounds per square inch? 

Mr. Hayward. We know that we are dealing with a reservoir 
with a pressure of around 11 — between 11 and 12,000 pounds per 
square inch. And we have a blowout preventer rated to 15,000 
pounds per square inch. I believe that’s correct. 



108 


Mr. Gonzalez. I don’t know this. Cameron — I don’t know that it 
is Cameron that builds these blowout preventers. That is a com- 
pany that someone told me that is — and they are working on a 
20,000-pound-per-square-inch preventer. I mean, you’re aware of 
that? 

Mr. Hayward. I am, yes. 

Mr. Gonzalez. And they actually said this: While there is much 
discussion and an ongoing effort to provide guidance for equipment 
greater than 15,000 pounds per square inch, in the interest of expe- 
diency, it was decided within Cameron to apply current design 
codes and practices. The 20,000-pound-per-square-inch EVO blow- 
out preventer was design-tested and qualified to API — and I’m not 
sure what all that means — 16A 3rd edition, meaning basically, but 
for the sake of expediency does concern me. 

Why were you all looking at 20,000 pounds per square inch when 
you believe what you already have at 15,000 exceeds what really 
is required? 

Mr. Hayward. I think that — I’m not certain, but I think that is 
referring to blowout preventers for reservoirs with even greater 
pressure. 

I do believe that one of the most important things to come from 
this incident is the requirement for the industry to step back and 
redesign the failsafe mechanism it uses to prevent accidents of this 
sort. We need a fundamental redesign of the blowout preventer. It 
is something that BP is going to take a very active role in. We have 
already begun that process with a number of academic institutions 
and a number of contractors in the industry. 

Mr. Gonzalez. And I thank the chairman for his patience. 

Mr. Hayward, we usually say better late than never, but not this 
time. 

I yield back. 

Mr. Stupak. Mr. Gonzalez. 

Before Mr. Inslee, we should for the record — recordkeeping, Mr. 
Scalise had submitted a CD and a resolution here from the State 
senate. He will provide copies for the record. So with unanimous 
consent they will be made part of his questioning and made part 
of the record within 10 days. Without objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Stupak. Mr. Inslee, questions, please. 

Mr. Inslee. Thank you. 

Mr. Hayward, something you said earlier was really quite as- 
tounding to me. You said that there was no evidence to date that 
there had been any decision made based on costs, that no decisions 
had been made in an effort to reduce costs. And I want to go 
through this because there is something that I think is quite piv- 
otal in this investigation. 

The facts are clear that you hired Halliburton to give you advice 
about this. Mr. Gagliano, an expert in the field, did an analysis and 
concluded you needed 21 centralizers to make sure that this rig 
was safe. And just to remove any doubt as to why that is impor- 
tant, the American Petroleum Institute recommended practice — 65 
says, quote, if casing is not centralized, it may lay near or against 
the bore hole wall. It is difficult, if not impossible, to displace mud 
effectively from the narrow side of the annulus if casing is poorly 
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centralized. This results in bypassed mud channels and inability to 
achieve zonal isolation, closed quote. 

So the experts said you need 21 . Then if we can put up the first 
slide, a BP employee essentially wrote to that expert and said, we 
have only got six, and we don’t have time to deal with this prob- 
lem. Time to British petroleum was money. This rig was 45 days 
late. It cost you $500,000 a day. And people’s obvious attention 
were about time, which meant money. 

So what happened then? Well, another British Petroleum person 
sent a memo saying, you really need to follow the model here. He 
kicked it up to Mr. Guide. 

If we could have the second slide. 

Mr. Guide came back and said, I don’t like the fact this is going 
to take 10 hours to do, even though another British Petroleum per- 
son had said we are going to fly 15 things in, they can be here to- 
morrow morning. Mr. Guide said, I don’t like the 10 hours. And it 
didn’t happen. And then the next response from British Petro- 
leum — next slide, please — was an e-mail from Mr. Cocales sort of 
reprimanding another BP person, saying, even if the hole is per- 
fectly straight, a straight piece of pipe even in tension will not seek 
the perfect center of the hole unless it has something to centralize 
it, meaning you have got to have the right centralizers. But he 
went on to say this: But who cares? It is done, end of story, we will 
probably be fine, and we will get a good cement job. 

What happened then — that is not quite the end of the story. Mr. 
Gagliano then ran further computer models, and he concluded — the 
last slide, please — he concluded — and this is hard to read, but I will 
read it. He concluded that this well is considered to have a se- 
vere — and severe is all capitalized in his memo — gas-flow problem. 

Now, it is very clear to me, reading this clear evidence, that, in 
fact, decisions were made because of costs, because people didn’t 
want to wait to get the centralizers that was needed to safely do 
this job. So your statement that there is no evidence that costs led 
to shortcuts just doesn’t ring true with me. 

Isn’t it pretty clear that there were cost decisions made that had 
suboptimal at best number of centralizers in placement in this 
well? 

Mr. Hayward. I don’t want to be evasive, but I genuinely believe 
that until we have understood all of the things that contributed to 
this accident, it is not easy to say what I would say. If there is evi- 
dence that costs were put ahead of safety, I would be both deeply 
disturbed, and we would take action. 

Mr. Inslee. Sir, let me ask you about that action. We just read 
these e-mails. Everybody in this room knows what happened, read- 
ing these e-mails. You know what happened in reading these e- 
mails. Are you going to call the employees involved when you leave 
this meeting and say — because you’re drilling in places all over the 
world right now; this is an ongoing operation — and tell them they 
have to change their attitude? Are you going to take action based 
on these e-mails today? 

Mr. Hayward. We will take action based on our investigation 
which puts all of this together, and as — as it unveils clear conclu- 
sions, we will take action on them. 
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Mr. Inslee. Let me suggest another action. We asked British Pe- 
troleum what it spent on research and development regarding safer 
offshore drilling technologies. You gave us the number. It was 
about $10 million a year. That represents 0.0033 percent, 0.0033 
percent of British Petroleum revenues. That doesn’t sound like an 
adequate prioritization. How does it compare to your compensa- 
tion? 

Mr. Hayward. In what respect? 

Mr. Inslee. British Petroleum is investing about $10 million a 
year in safer drilling technology. How does that $10 million a year 
compare to you compensation last year? 

Mr. Hayward. My compensation last year was $6 million. 

Mr. Inslee. Forbes reports it at 33-. There must be some mis- 
understanding then. Is that appropriate? Stock options don’t count? 

Mr. Hayward. My compensation last year was — is — I think it 
was recorded at $6 million. 

Mr. Inslee. Do you think British Petroleum ought to make a 
larger investment of its significant gross revenues in developing 
safer drilling technology? And do you think you owe that to the 
American people at this point? 

Mr. Hayward. The answer is yes, and we undoubtedly will do 
that on the back of this accident. 

Mr. Inslee. We hope that that will be expeditious and successful. 
Thank you. 

Mr. Stupak. Thank you, Mr. Inslee. 

Mr. Melancon for questions, please. 

Mr. Melancon. Thank you, Mr. Chairman, I appreciate it. 

Mr. Hayward, how many deepwater operations do you have at 
BP around the world that you’re operating? 

Mr. Hayward. I don’t know the precise number, but it is prob- 
ably in the order of 15 or so. 

Mr. Melancon. Is there — one of the things I have run into, and 
Mr. Scalise alluded to it, we have had in my office over 600 re- 
quests for submissions for products, ideas, concepts, ways to cap 
the wells, et cetera, et cetera. Basically — and, of course, because of 
ethics, we can’t and won’t go in and make anybody meet with any- 
body. So we just refer them into them. The best I can tell is that 
maybe 3 out of the 600-plus have received an e-mail back, thank 
you for your submission, or, no thank you, if anything else. 

There seems to be a closed loop of vendors that you’re dealing 
with, which my frustration is that the hole is still wide open. And 
when this accident first occurred, everyone said, we are going to 
take whatever ideas and suggestions, whatever — I mean, the 
cofferdam, the top hat, whatever. But I have seen some people that 
have called me, and we referred them in, and they have never 
heard once from your company. Is this just if you’re not a vendor 
with us before this occurred, then we are not dealing with you, or 
are you going to only the vendors and allowing them to select who 
they are going to deal with? And my reason for this is because if 
there are good ideas out there, why isn’t somebody looking at 
them? 

Mr. Hayward. We are trying very hard to engage with everyone 
who has a good idea. We have been, quite frankly, inundated with 
hundreds of thousands. 
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Mr. Melancon. I know there is a tremendous amount. I know 
that the first one I saw was wrapped — sheets around a cord hang- 
ing with milk cartons to catch oil. So I understand that. Those are 
easy to go through. 

Let me shift to another gear. Do you believe that this adminis- 
tration’s moratorium is a result of the tragedy that occurred on 
Deepwater Horizon, the fact that they put it in was strictly because 
of what went wrong in Deepwater? 

Mr. Hayward. I don’t know that, but I believe that is the case, 
and I think it is probably the right thing to do until such time as 
we have greater clarity. 

Mr. Melancon. And I agree with that. I don’t agree with the 
moratorium because — and as I have expressed to my friends, it is 
really difficult for us in Louisiana to stand in oil and say we will 
take more oil, but it is because of the economy, it is because of the 
jobs we have supported — I have supported — the industry. I support 
the people. 

But it makes sense that BP bear the responsibility of the eco- 
nomic hardship associated with this moratorium. I think you all 
put 100 million aside for lost jobs. I’m told that in a given month — 
and I don’t know if this is just Louisiana, offshore Louisiana or off- 
shore — but it is about 350 million a month in wages. 

Are you and your company going to take responsibility and make 
sure that these companies that fold up or these companies that 
have financial hardships, and particularly their employees that 
they are going to start laying off, are going to be compensated in 
some way? 

Mr. Hayward. We made a contribution, having been asked to by 
the government, up to a fund which will be part of the funding for 
that issue. 

Mr. Melancon. Do you think 100 million is adequate? And you 
have been in the oil business for quite a while. Those are good-pay- 
ing jobs; that is why we want to keep them. But do you think that 
contribution is adequate for 

Mr. Hayward. We made a contribution. We set aside $20 billion 
for claims. 

Mr. Melancon. Twenty billion is for everybody else, that is busi- 
nesses and otherwise. I am concerned also with them. Ms. Roshto 
and Ms. Kemp were in Chalmette the other day. Very brave 
women, especially so soon after the deaths of their spouses. And at 
the hearing, Ms. Roshto and Ms. Kemp shared with us questions 
they had for your company. I would like to hear maybe your re- 
sponse. 

Ms. Roshto’s husband told her about the problems on the rig, 
that the well was losing a lot of mud. That is the sort of detail that 
may not have come to your attention, but it is well known among 
workers on rigs as a sign of a problem. She wants to know, and 
she asked this question at the hearing, why your company wasn’t 
working harder to fix the problems on the rig in the weeks before 
the explosion? Why wasn’t your company prepared for a blowout? 

Mr. Hayward. I think, as I have said all along today, we want 
to understand exactly what happened such that we can take the 
right actions going forward. I’m not aware of what you just raised. 
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but the investigation will determine whether or not — the multiple 
investigations will determine 

Mr. Melancon. Investigations are not going to bring back those 
11 men to their kids. Not only were these women concerned about 
your company’s preparedness, they were also concerned about your 
company’s values. They wanted to ensure that rigs were kept safe 
and told us that BP should be held accountable for not protecting 
their husbands. 

Mrs. Kemp asked why money is more important than someone’s 
life. And so I guess on behalf of Ms. Kemp, how do you respond 
to that? 

Mr. Hayward. It isn’t. It absolutely it is not. As — since I have 
been in this role, it is something I believed in for a very long time. 
The priority of everyone involved in these operations is safety. That 
doesn’t come before anything, not anything. It is something that I 
believe personally very passionately. 

Mr. Melancon. The women talked about in their testimony — I’m 
sorry, I have gone over my time. 

Mr. Stupak. Finish your question. 

Mr. Melancon. The women talked about in their testimony that 
their husbands worked for the drilling rig company, for 
Transocean, and that they pushed safety, they pushed safety, they 
pushed safety. But in discussions in weeks prior to the explosion, 
their husbands talked about BP waiving; saying, keep going, keep 
doing. And I have heard growing up in south Louisiana about the 
tool pusher or the drilling foreman and the company guys getting 
into fistfights. 

Was there any incidents, to your knowledge, or have you discov- 
ered that there was a direct order given by BP that says, keep 
going, I don’t care what is going on? 

Mr. Hayward. I have not seen any evidence of that whatsoever, 
and I believe that the operation on the rig in the days leading up 
to the incident and in that day was carried out because everyone 
agreed on the rig to move forward. 

Mr. Melancon. Thank you, Mr. Chairman. 

Mr. Stupak. Thank you, Mr. Melancon. 

Ms. Castor for questions, please. 

Ms. Castor. Thank you, Mr. Chairman. 

Mr. Hayward, I would like to start out by expressing the anger 
and frustration of the hardworking people of my home State of 
Florida at the catastrophe BP has rendered upon our State and all 
the small businesses, the fishermen, the mom-and-pop hotel own- 
ers. We were just coming out of the most severe recession of our 
lifetime that happened in 2007. Things were getting a lot better. 
So this is like a sucker punch to the gut to learn that this tragedy 
is a result of BP elevating profit considerations over safety. 

For a decade many in Florida have opposed this drumbeat to 
bring the oil rigs closer to our beaches over time. We haven’t indus- 
trialized our coastline like other States. We rely on tourism and 
clean beaches and clean water, and we really fought it off, even in 
the face of very well-paid lobbying campaigns and ad campaigns 
and with a lot of representations that this is safe, this is safe tech- 
nology, whether it is in deep water or in shallow water. 
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So, Mr. Hayward, I’m trying to understand how BP was either 
so unprepared for the possibility of a blowout or ignored the risks, 
because according to the Minerals Management Service study con- 
ducted in 2007, 126 blowouts have occurred at offshore drilling fa- 
cilities on the Outer Continental Shelf since 1971. In 1979, a blow- 
out at the Ixtoc oil well in the Gulf of Mexico created a disaster 
that flowed continuously for 290 days. And, Mr. Hayward, you have 
said that the chances of a blowout and explosion like the one that 
sank the Deepwater Horizon rig were one in a million, but over the 
past 40 years, there have been 126 blowouts in the U.S. waters 
alone. That is roughly three blowouts per year. How could an aver- 
age of three blowouts every single year for the past 40 years not 
have registered as more than a one-in-a-million chance risk for 
your company? 

Mr. Hayward. With respect. Congresswoman, I think what I said 
was that the integrity rating of the blowout preventer was of the 
order of 10 to the minus 5, 10 to the minus 6. That is to say that 
it was designed to fail between 1 in 100,000 and 1 in a million 
times. 

Ms. Castor. And that is an acceptable risk? 

Mr. Hayward. It is the risk that BP and the industry more 
broadly use to assess the failsafe mechanism called the blowout 
preventer. 

Ms. Castor. I know you rely on these blowout preventers, and 
you call them failsafes, but they are not failsafes at all in the face 
of what we have discovered through our committee’s examination 
and the statistics here. This committee has reviewed BP’s regional 
oil spill response plan for the Gulf of Mexico, and not one time in 
the 582-page plan does BP lay out a method for controlling a 
subsea gusher after a blowout has occurred. Your company con- 
ducted its planning as if an uncontrolled subsea blowout wasn’t 
even a possibility. 

In a recent interview with the Financial Times, you admitted, 
what is undoubtedly true is that we did not have the tools you 
would want in your tool kit. My question to you is very simple: 
Why not? Why weren’t you prepared? Why did you elevate profits 
over safety? 

Mr. Hayward. I don’t believe we did elevate profits over safety. 
What I was referring to in that article was the very complicated 
engineering problem we were faced with after the rig sank at- 
tached to its riser. So we had a well, a riser and a rig on the floor, 
and we didn’t have the pieces of equipment instantly available to 
cut the riser, to cut off the top of the riser and find a way to inter- 
vene on the wellhead. And that is indeed true. 

Ms. Castor. Mr. Hayward, for years big oil companies and your 
allies have claimed that drilling is safe, and you want to come clos- 
er to Florida beaches, and you say it is safe, deep or shallow, that 
there are no problems. But on the other hand, we have heard over 
and over again over the last couple of months this is complex and 
this is dangerous, it is dangerous to drill miles below the ocean. 
And BP officials have said it is like operating in outer space, and 
given the difficulties and complexities in what we really knew, in 
what you knew about the risks, I can’t understand why you all 
would assume that nothing could go wrong. 
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So I’m — the doublespeak is rather tiresome. I’m dismayed and 
disheartened by what has happened and the elevation of profit over 
safety. And I can only hope that this disaster will motivate us to 
reassess our priorities and implement a clean energy policy for this 
country. 

Thank you, Mr. Chairman. 

Mr. Stupak. Well, that concludes questions of everybody on the 
committee. Now there is a few more questions. There are a couple 
of Members that have a couple of follow-up questions. So we are 
going to go a quick second round, if we may. So I will start with 
Chairman Waxman, if you would like to begin. 

Mr. Waxman. Thank you very much, Mr. Chairman. 

Mr. Hayward, you said your priority, your top focus, is on safety, 
and you feel very passionate about it. Except for your statement to 
that effect, I see, as you have said over and over again today, no 
evidence of that. You and other senior officials seemed oblivious to 
what was happening on the Deepwater Horizon rig. You weren’t 
following the progress of the well. You weren’t aware of the risks 
that were being taken. In answers to questions you said that your 
top officials under you, Mr. Ingles and Mr. Suttles, you would be 
surprised if they were following the happenings on the rig. You 
said you couldn’t answer for them, but you would be surprised if 
they had been following the activities on the drilling rig. 

So who was following the activities on the drilling rig? You said 
there were people there who were the experts in their field. I just 
find it shocking that when the potential consequences of a mistake 
on a deepwater rig are so enormous, and you have such a high, 
passionate commitment to safety, that you seem so removed. I 
think operating in a deepwater environment is like operating in 
outer space, and yet you seem to think that all is going to be taken 
care of in time. 

Now, you said there is a team of the best minds in the world 
working on how to stop the oil spill. When were the best minds in 
your company paying attention before the spill? You were oblivious, 
and so were other senior officials. And I think this was a funda- 
mental mistake in management. Let me ask you that: Do you think 
there was a fundamental mistake in management not to know? 

Mr. Hayward. I think, as I have said, that we have made it very 
clear that the focus in the company is on safety. What management 
can do is ensure that the right people with the right skills are in 
place, and the right systems and processes are in place, and the 
right priorities are in place, and the right investment is available 
to ensure that the plant that we are operating has integrity. 

Mr. Waxman. So you felt confident that the people who were 
making these decisions — and we went through five in our letter to 
you, and many Members asked you about some of these decisions — 
that the right people were making those decisions? 

Mr. Hayward. I believe that the right people were making those 
decisions. 

Mr. Waxman. And you have no evidence that they didn’t make 
the right decision. That seems to be your position today; is that 
right? 
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Mr. Hayward. I think at this stage in the investigation, it is pre- 
mature to draw conclusions as to what was and what was not the 
right decision. 

Mr. Waxman. So it is premature. 

What investigation or investigations are taking place to deter- 
mine these facts? 

Mr. Hayward. There is the BP investigation, there is the Marine 
Board investigation and the Presidential commission. 

Mr. Waxman. And are you going to be cooperating with all of 
them? 

Mr. Hayward. We are, as we have, Mr. Chairman, cooperated 
with your committee. 

Mr. Waxman. Well, I question how cooperative you have been 
with our committee, because I have heard very little answers to the 
questions from you today to the questions raised by our colleagues. 
You were asked whether BP made a mistake in well design. You 
said you haven’t reached a conclusion yet. Mr. Dingell asked 
whether costs were a factor in your decisions, and you said you 
didn’t know because you weren’t there. When Mr. Doyle asked you 
who made the well design decisions, you said you didn’t know. 

Our committee is doing an investigation. Now, the reason we are 
doing an investigation is we want to know how this happened so 
that we can make changes in the law and the procedures if we are 
going to allow further drilling. Don’t you think you ought to be 
more forthcoming with us? 

Mr. Hayward. We will be as forthcoming as we can be, Mr. 
Chairman. 

Mr. Waxman. Give me the time horizon for your investigation. 
When will you have that completed? You have already had 60 days 
to do it. Is it going on now? 

Mr. Hayward. It is ongoing. And we want to have access to all 
of the evidence before we make final determinations. But as we 
have made very clear 

Mr. Waxman. Give me your estimate of when that will be con- 
cluded. 

Mr. Hayward. One of the most important elements in this is the 
blowout preventer. It remains on the seabed, and it needs to be ex- 
amined. 

Mr. Waxman. So we will put that aside. How about the other de- 
cisions before the explosion about the casing, about the centering 
of the well, about all of the other things that have been raised, 
have you reached any tentative conclusions that you can share 
with us? 

Mr. Hayward. As we shared with you recently, we have identi- 
fied 7 areas, areas of focus in our investigation. And we will con- 
tinue to share our understanding and our thinking with you as 
that develops. 

Mr. Waxman. Mr. Inslee asked you if there was any action that 
appeared — if there was any action to save money, and you said 
there is no evidence of that. I can’t believe you said there is no evi- 
dence of that. There is evidence. You want to know more about it, 
but there is evidence to that effect, isn’t there? 
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Mr. Hayward. There were decisions taken by the people at the 
time, and some of them, sitting here today, appear they may have 
been to deal with money. But it is not clear. The 

Mr. Waxman. The evidence is not conclusive, but there is evi- 
dence. 

Mr. Hayward. The decision, for example, to run a long string 
versus a liner was, as it shows in the document that you high- 
lighted to me, a decision to do with the long-term integrity of the 
well. 

Mr. Waxman. There is evidence, and evidence may point in a cer- 
tain direction. There may be evidence that points in another direc- 
tion. So you take the evidence and reach a conclusion based on the 
preponderance of the evidence. That is not to say there is not evi- 
dence, when we have some of these clear examples. 

Let me ask you this. You can’t give us a time for when this in- 
vestigation is going to be complete, so we are relying on you to do 
your own investigation. Why should we rely on you to do your own 
investigation? I don’t think you have a terrific record of reliability 
that should give us comfort to have us step back and just wait to 
get answers from you until you have done your own investigation. 
Why should we rely on that? 

Mr. Hayward. We are clearly not the only people doing an inves- 
tigation. There are many people doing investigations. All I have 
committed is that as our investigation proceeds, we will share with 
you all of our findings and all of the data and all of the informa- 
tion. 

Mr. Waxman. Let me just say in conclusion, we delayed this 
hearing today so you could be prepared to answer our questions. 
We sent you our questions in advance, yet you have consistently 
ducked and evaded our questions. There may be some reason you 
think this approach makes sense, but your evasion will make our 
job more difficult. It will impede our understanding of what went 
wrong and will make it harder for us to draft appropriate reforms. 

I think that is regrettable and an unfortunate approach for you 
to take to the work of this committee of the United States Con- 
gress. And I will look forward to seeing what you come up with, 
but we are going to get evidence, and I would like you to submit 
for the record the names of the individuals who made those deci- 
sions in each of the areas that were under discussion in the letter 
we sent you. Would you be willing to do that. 

Mr. Hayward. We will make that available to you 

Mr. Waxman. Thank you. 

Mr. Hayward [continuing]. As we have made everything, to my 
knowledge, available to you. 

Mr. Waxman. Maybe they will have some answers they can share 
with us. Thank you very much. 

Thank you, Mr. Chairman. 

Mr. Stupak. Mr. Barton for questions. 

Mr. Barton. Thank you. Chairman Stupak. 

We are about to finish up this hearing. We do appreciate your 
patience in listening to all the various members of the sub- 
committee. 

What one or two recommendations are you prepared to give 
about what we could do to prevent a future accident of this type 
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now that you know what you know and you have listened to what 
the Congress knows here today? Are there one or two things that 
you would like to suggest for consideration to prevent an accident 
of this type from happening in the future? 

Mr. Hayward. I believe the most important one is to take the 
failsafe mechanism called the blowout preventer and design is such 
that it is genuinely failsafe. The reality in all industrial accidents 
is that there are always a combination of equipment failure and 
human judgment. And the most important thing is to have in place 
a system that is genuinely failsafe. And it is clear, based on our 
experience of this accident, that the current design basis of the 
blowout preventer being used in the deep water, not just in this 
case, but across the world, is not as failsafe as we believed it to 
be. And I believe that is a very important lesson that the industry 
needs to grasp, along with the relevant regulatory agencies. 

Mr. Barton. Much has been made of the complexity and the 
risks associated with drilling these deep wells. Would you care to — 
I have asked some of your subordinates to give us some sort of an 
assessment of the potential size of this particular field of this par- 
ticular well. I have asked the Texas Railroad Commission and the 
Texas Geological Survey what the largest onshore oil well in Texas 
in its history of over 100 years has been, and with the exception 
of the initial discovery at Spindletop in 1901, we can’t find a record 
of any well on shore in Texas, which has been the number one oil- 
producing State in the country for over 100 years, with the excep- 
tion of a few years where Alaska at Prudhoe Bay, at its peak that 
flowed at 50,000 barrels a day. And the latest estimates are that 
this well in this condition could be flowing as much as 50,000 bar- 
rels a day. If you extrapolate that on an annual basis, that is over 
100 million barrels of oil a year. 

So could you give us some assessment of why BP and other com- 
panies go to such extraordinary measures to drill in these areas? 
What is it that you think you found or are hoping to find beneath 
the Gulf of Mexico? 

Mr. Hayward. In the instance of this well, we believe that the 
discovery was of the order of 50 million barrels. 

Mr. Barton. Fifty million? 

Mr. Hayward. Fifty million barrels. That is our estimate of the 
discovery — the size of the discovery that this well made. 

Mr. Barton. So at the rate it is flowing, it ought to peter out 
pretty quickly; 50,000 barrels a day is 350,000 barrels a week, 
which is 3.5 million in 10 weeks, which is 35 million in 100 weeks. 
So I was told it was on the order of 500 million barrels. 

Mr. Hayward. That is not correct. Congressman. This is a dis- 
covery based on the — clearly on the well and the seismic informa- 
tion we had available to us, which is 

Mr. Barton. So it is just that the extreme pressure — I mean, it 
couldn’t flow at this rate in full production? 

Mr. Hayward. That’s correct. 

Mr. Barton. Is that a fair statement? 

Mr. Hayward. That’s correct. 

Mr. Barton. Would you care to tell us what it would flow at, 
what you expected it to flow at per day? 
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Mr. Hayward. I think at a producing well, properly completed, 
we would expect it to be between perhaps 15- and 25,000 barrels 
a day. 

Mr. Barton. And lastly, with the moratorium that is currently 
in existence in the Gulf of Mexico for the deep areas, the 6-month 
moratorium, I know you have to do — we want you to stop this spill 
and clean it up, but there are other areas that could be explored. 
What other areas might BP go to instead of in the Gulf of Mexico? 

Mr. Hayward. Well, we have deepwater drilling exploration and 
production operations in a large number of locations around the 
world; in West Africa, Brazil, Egypt, to name the three, as well as 
the U.K. in the North Sea. 

Mr. Barton. So you would focus on those areas if this morato- 
rium continues? 

Mr. Hayward. We are focused today on the relief well. 

Mr. Barton. I understand that, and you should be. You better 
be. 

Mr. Hayward. I haven’t thought, frankly, beyond the relief wells 
in terms of activity in the Gulf of Mexico. 

Mr. Barton. Thank you, Mr. Chairman. 

Mr. Stupak. Thank you, Mr. Barton. 

Mr. Hayward, in the line of questioning throughout the day, you 
have referred to the blowout preventer. Mr. Gonzalez, when he 
asked you questions, and Mr. Barton just asked some questions on 
there. Back on June 4th, you wrote an editorial for the Wall Street 
Journal. In talking about the blowout preventer, you stated, we in 
the industry have long had great confidence in the blowout pre- 
venter as the ultimate failsafe piece of safety equipment, yet on 
this occasion it failed with disastrous consequences. Do you still be- 
lieve the blowout preventer should be considered the ultimate 
failsafe? 

Mr. Hayward. I believe so. Either a blowout preventer or some 
similar mechanism. 

Mr. Stupak. I’m a little surprised by your comments, because the 
committee received a document — you have the document binder 
right there. You may want to refer to it — that evaluated the blow- 
out preventer used on the Deepwater Horizon rig. The document 
was prepared in 2001. It is tab No. 14 right there, and we have 
put it up on the screen. 

In 2001, when Transocean bought the blowout preventer, I want 
to show the executive summary in which BP participated with it 
in this review. And it says, engineering and operations personnel 
identified 260 failure modes. 

Do you see where it says that towards about top third of it? OK. 

So BP engineers helped to identify these 260 failure modes. So 
how can you write or how can you testify — but how can you write 
in the Wall Street Journal 2 weeks ago that you thought the blow- 
out preventer was the ultimate failsafe when your own engineers 
examined the blowout preventer 9 years ago and found 260 failure 
modes in it? How can you ever say it is the ultimate failsafe? 

Mr. Hayward. I haven’t seen this document previously. I apolo- 
gize for that, but I haven’t. 
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Mr. Stupak. Well, now knowing there are 260 failsafe modes in 
this blowout preventer that was on Deepwater Horizon, it never 
was the ultimate failsafe, was it? 

Mr. Hayward. The blowout preventer is designed to be the ulti- 
mate failsafe. That is the design basis. It is the basis for which the 
industry has operated for 30 years in deep water. 

Mr. Stupak. Let me ask you this: As the CEO, why, then, did 
your company change the blowout preventer failsafe method or 
mechanism? For instance, we found other things that showed that 
this blowout preventer was not failsafe. At our first hearing. May 
12th, I asked in review of it that the blowout preventer had been 
modified in ways which would increase the risk that it would blow 
out, that it wouldn’t work. OK? One modification, for instance, was 
to remove the important variable bore ram and replaced it with a 
test ram that made it ineffective in case of an emergency. 

At our hearing I asked Mr. McKay, who is the president of BP 
America, about these modifications. He testified under oath, he 
took the oath, and he said he didn’t know anything about modifica- 
tions. We have since learned that BP approved modifications de- 
spite being warned that it would reduce the safety of the blowout 
preventer. I would like to display it again. It is tab No. 10 right 
in your book right there. Here is a letter from 2004 from 
Transocean sent to BP that BP signed and acknowledged. And it 
says, BP acknowledges that the conversion — the conversion you 
asked for — the conversion will reduce the built-in redundancy of 
the BOP, thereby potentially increasing the contractor’s risk pro- 
file. 

So what does that mean, BP, that you reduce the built-in redun- 
dancy, increase your risk? You asked for modifications which limit 
the redundancy and increase your risk, right? BP did. 

Mr. Hayward. Again, I haven’t seen this document previously. 
What I do know, there were modifications made to the blowout pre- 
venter. In particular a test bore ram was added. It was not a sub- 
traction. It was an addition to the blowout preventer is my under- 
standing. 

Mr. Stupak. But here is our problem. Your territory will say this 
is the ultimate failsafe. We find out it is modified. We ask your rep- 
resentative, Mr. McKay; he says no, no. We get down to the hear- 
ing, we get documents showing, in fact, BP asked for it. BP was 
warned that the ultimate failsafe system, the way BP wanted it 
modified will increase the risk of a problem. And that is the one 
we have here in Deepwater Horizon. 

So how can we write an editorial — you can’t have it both ways 
here. How can we write an editorial saying, “Oh, this is the ulti- 
mate system” — and even your own engineers said there are 260 dif- 
ferent ways it can fail. Then you add some more to it. 

Mr. Hayward. The 

Mr. Stupak. Go ahead. 

Mr. Hayward. The blowout preventer is designed to be the 
failsafe mechanism in the drilling industry. 

Mr. Stupak. Correct. 

Mr. Hayward. That has been the case since blowout preventers 
were created. 
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Mr. Stupak. But you are the CEO. You have heen head of explo- 
ration, drilling, all this. Does it make sense to you that this is the 
ultimate failsafe system when there are 260 different ways it can 
go wrong? Plus, you, your company modifies it, which increased the 
risk of things going wrong? 

Mr. Hayward. The fact is, it is the ultimate failsafe mechanism. 

Mr. Stupak. Let me ask you this. OK, this well, you started drill- 
ing it last fall, the Macondo well, last fall, using the different rig, 
the Marianas. It was harmed, it was damaged in the hurricane, so 
you replaced it with Deepwater Horizon. 

In November of last year. Transocean pulled out the blowout pre- 
venter from the ocean floor because its shear rams weren’t work- 
ing. The lower annular would not close, and the upper annular had 
been stripped through during a well-control event. 

We know that BP was aware of this because Transocean — and, 
again, it is Document No. 12 there in our binder — reflect conference 
calls with BP about the problems with this blowout preventer. In 
addition. Transocean records indicate the incidents state that the 
estimated down time forced by the malfunction is a conservative 10 
days at $444,111 per day, or $4.4 million, as it shows. 

So how can you say blowout preventers are failsafe devices when 
the blowout preventer you are using on the well in November had 
to be removed because of malfunctions? 

Mr. Hayward. Well, of course, the answer is, they are the 
failsafe mechanism, and when problems are identified with them, 
they are rectified. And I believe that is what has taken place. 

Mr. Stupak. You know, you can’t have it both ways here. This 
accident occurs. You have a blowout preventer you know had 260 
different errors in it, ways it could go wrong. You modify it. You 
pull it in November of 2009. You see there are all kinds of prob- 
lems. This accident happens. So you write this editorial in the Wall 
Street Journal saying, “Hey, it ain’t our fault. It’s mechanical.” You 
said earlier, an accident is because of mechanical failure and 
human judgment — human error. 

It seems like we have more human error than mechanical, be- 
cause the mechanical safeguard, the ultimate failsafe, really wasn’t 
an ultimate failsafe. They can fail in many ways, and that is ex- 
actly what went wrong here and that is what happened on the 
20th. Correct? 

Mr. Hayward. What is clear is that the ultimate failsafe failed 
to operate in this case. That is absolutely clear. 

Mr. Stupak. Why would a company like BP, when you are doing 
this deepwater drilling, modify the ultimate failsafe if it is sup- 
posed to protect the American people and our environment? Why 
would you modify it, increase the risk of problems? You knowing 
it, you sign a document. The contractor warns you not to do it, and 
you still do it. That is the problem we are having. 

Mr. Hayward. As I said, the blowout preventer is the failsafe 
mechanism. It is designed to be exactly that. 

Mr. Stupak. Questions, Mr. Burgess? 

Mr. Burgess. Thank you, Mr. Chairman. 

Mr. Hayward, it has been a long day. 

You said earlier, if I recall correctly, that everyone in your orga- 
nization, in the culture of safety, not only had the right to curtail 
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operations but the obligation if they saw something going on that 
was not safe. Is that correct? 

Mr. Hayward. That is correct. 

Mr. Burgess. And in response to a question from the other side 
of the dais, and I don’t remember who asked it, you also made the 
assertion that the right people were making the decisions on the 
rig. Did I hear that correctly? 

Mr. Hayward. I believe that is the case. 

Mr. Burgess. Who is Donald Vidrine? 

Mr. Hayward. He is the well site leader on — one of the well site 
leaders on the Deepwater Horizon. 

Mr. Burgess. So he was referred to in a Wall Street Journal ar- 
ticle as the company man or the BP man on the Deepwater Hori- 
zon the day of the blowout. Is that correct? 

Mr. Hayward. That is correct, yes. 

Mr. Burgess. I don’t know if you are familiar with the article 
that was in the Wall Street Journal, and this has been several 
weeks ago, on May 27th, I believe. They talked about a skirmish 
between some of the Transocean folks, the chief engineer or chief 
mechanic on the Deepwater Horizon, and the rig’s top manager, 
Jimmy Harrell. 

Are you familiar with that discussion that apparently was quite 
a heated discussion? I think Mr. Gonzalez was actually the one 
that brought it up. 

Mr. Hayward. It is my understanding. Congressman, that that 
account has been contradicted under oath in the Marine Board in- 
vestigation and that there was no debate or skirmish or any other 
heated discussion. 

That is what — I can’t recall exactly who it was, but, under oath 
at the Marine Board investigation, I believe it was the Transocean 
tool pusher, testified that there was no either heated discussion or 
debate or anything else. 

Mr. Burgess. Would that would be the tool pusher Miles Ezell? 

Mr. Hayward. I believe that is the case, sir. 

Mr. Burgess. It wasn’t Dewey Revette, because he died in the 
accident. And he was one of the other witnesses to the altercation. 

Well, you know, if this occurred, even if it only partially occurred, 
it just seems like there was enough discussion that someone should 
say, “Wait, let’s not go forward with this because at least some of 
our number feel it is unsafe.” And, again, you said that the men 
would have the obligation, not just the right, to say let’s halt; he 
would have the obligation to say, well, let’s get everyone on the 
same page with this. 

Am I wrong to assume that? 

Mr. Hayward. You are not wrong. And I think you can only con- 
clude they all believed that it was right to proceed. 

Mr. Burgess. Are we ever going to get a chance to talk to Mr. 
Vidrine? Will BP make him available to our committee? 

Mr. Hayward. If you call him, of course. 

Mr. Burgess. Let me ask you another question. You said in re- 
sponse to some information that came up that there was no evi- 
dence that BP was focusing on the cost of drilling. And, yet, March 
2010 strategy presentation, you stated, “We have added exploration 
resources efficiently. Our discovery cost was $1.40 per barrel in 
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2009. This is consistent with our track record over the last 5 years 
of having the lowest discovery costs in the industry.” 

Now, certainly, that would be enviable, except, in a culture of 
safety, I mean, I might even spend $1.45 or $1.47, instead of just 
$1.40, if it meant that it was a safe procedure. 

So was maintaining the lowest-cost discovery in the industry pos- 
sibly a factor in the decision-making on this well? 

Mr. Hayward. None whatsoever. 

But that metric is created by dividing the volume of barrels dis- 
covered by the costs. And what it talks to is the success of our ex- 
ploration program and the scale of the volume that we have discov- 
ered, not anything to do with costs. 

Mr. Burgess. Well, but it does have something to do with cost. 
Now, it has been reported that completion of the Macondo well was 
running behind schedule. Is this accurate? 

Mr. Hayward. I believe it was running behind schedule, that is 
correct. 

Mr. Burgess. How far behind schedule? 

Mr. Hayward. I don’t know the precise number. 

Mr. Burgess. What does it cost today to run a rig like that? 

Mr. Hayward. That sort of rig, fully built up, the cost is probably 
a million dollars a day or thereabouts. 

Mr. Burgess. So, even a couple of days over is a significant cost 
driver on that $1.40-a-barrel minimal discovery cost in the indus- 
try. 

Mr. Hayward. Well, with respect. Congressman, the most impor- 
tant thing was that actually we had made a discovery, and we 
wanted to secure it in the proper way. And that was going to be 
a far bigger driver of any value that the company was going to cre- 
ate than the cost of the operation. 

Mr. Burgess. I don’t disagree with that. But, oh, how I wish that 
that had been the case, as we are investing hearing after hearing 
after hearing on this thing case and the darned thing is still bub- 
bling down at the bottom of the gulf That doesn’t seem to be accu- 
rate. 

Is your own investigation looking at the issue of whether or not 
cost drivers were an issue in the problems that were created? 

Mr. Hayward. Our investigation is covering everything. 

Mr. Burgess. So it wasn’t on your list, but, nevertheless, it will 
be included in your 

Mr. Hayward. Well, my list is the early findings of the investiga- 
tion in terms of the key areas to focus on — areas around cement, 
casing, the integrity test 

Mr. Burgess. Got it. 

Mr. Hayward. — well control procedures. 

Mr. Burgess. I got it. We are running out of time here. 

But when you said your investigation was proceeding without 
privilege early on in the hearing today — so it would also cover the 
issues of whether or not cost drivers were an issue in creating the 
problems? 

Mr. Hayward. It will cover everything. 

Mr. Burgess. Thank you, Mr. Chairman. 

You know, I would just echo what Mr. Scalise said earlier. We 
get calls all day or night, faxes come in, people have got ideas on 
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how to fix our problem in the gulf. I really wish you guys would 
open up an 800 number and take these things and vet them and 
listen to what people are saying. Americans are terribly — we have 
a lot of ingenuity in America. And people are watching that thing 
that Mr. Markey made everyone’s computer screen show 24 hours 
a day. It is driving people crazy to watch that thing bubbling in 
the gulf People are coming to us with solutions. There needs to be 
a central location. I don’t care whether it is you, I don’t care wheth- 
er it is Dr. Chu, but somebody needs to be vetting these things and, 
if there is a reasonable idea out there, put it to work. 

Thank you, Mr. Chairman. 

Mr. Stupak. Mr. Markey for questions. 

Mr. Markey. Thank you, Mr. Chairman, very much. 

Mr. Hayward, is the most optimistic date for the relief well to be 
completed still August? 

Mr. Hayward. That is our current timetable. 

Mr. Markey. Is August also the earliest date the leak can be 
stopped? Or will it take more time after the relief well is complete 
before the flow of oil is permanently halted? 

Mr. Hayward. The relief well will halt permanently the flow of 
oil. 

Mr. Markey. Mr. Hayward, in 2009, an independent firm that 
BP hired to serve as its ombudsman, headed by former Federal 
Judge Stanley Sporkin, substantiated that BP was violating its 
own policies by not having completed engineering documents on- 
board another BP rig operating in the Gulf of Mexico, the BP 
Atlantis, when it began operating in 2007. One BP official warned 
that the absence of these safety documents could lead to cata- 
strophic operator error. 

Let me read to you from an internal BP e-mail. And this goes 
from Barry Duff, BP employee, to other engineers at BP. Here is 
what he said. He said, “The P&IDs for subsea are not complete and 
have not been approved, are handed over to operations. The cur- 
rent procedures are out of date. The risk in turning over drawings 
to the people out on the rig running the Atlantis that are not com- 
plete are: number one, the operator, the BP operator, will assume 
the drawings are accurate and up to date. This could lead to cata- 
strophic operator errors due to their assuming the drawing is cor- 
rect. Turning over incomplete drawings to the operator, the BP op- 
erator, for their use is a fundamental violation of basic document 
control. Having the project document control person turn over 
drawings that are not complete places the onus on her that they 
are the most current version. Currently, there are hundreds, if not 
thousands, of subsea documents that have never been finalized yet 
the facilities have been turned over.” 

Mr. Hayward, BP’s managing attorney stated to the Associated 
Press on May 15th of this year that BP has reviewed the allega- 
tions and found them to be unsubstantiated. 

Mr. Hayward, were all of the engineering documents and draw- 
ings necessary to operate the Atlantis rig safely and fully com- 
pleted before the Atlantis rig began operating in the Gulf of Mex- 
ico? 

Mr. Hayward. When this issue emerged, we conducted a full in- 
vestigation and determined that all of the drawings that were nec- 
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essary to start up the operation were available to the people start- 
ing up the operation at the time the operation started up. 

Mr. Markey. Mr. Hayward, Mr. Duff was relieved of his duties 
in the middle of August of 2008. A new person was put in charge 
as a result. His name is Ken Abbott. Ken Abbott has been testi- 
fying all day in Washington across the street in the Natural Re- 
sources Committee. 

He is a whistleblower. He got fired 6 months after he replaced 
Mr. Duff because he raised the very same concerns, that there was 
not proper documentation on the BP Atlantis. He was fired even 
though he raised issues that obviously have a lot of resemblance 
to the kind of attention to the safety protocols that were part of the 
BP-Horizon rig. 

Is it part of your policy, Mr. Hayward, to fire employees who 
raise questions about the safety of your rigs? 

Mr. Hayward. No, it is not. 

Mr. Markey. Well, Mr. Hayward, I am afraid that that is what 
happened to Mr. Abbott. Because not only was he fired, but 2 
weeks later they put out — and was told that he was just part of a 
force reduction, but your company then put out an advertisement 
to hire someone to replace him on that job. 

Earlier, you said all of the other BP wells in the Gulf of Mexico 
that had been completed are secure and are safe to operate. Do you 
still stand by that? 

Mr. Hayward. I do. 

Mr. Markey. Now, do you know that Judge Sporkin said that it 
is not true that the documents were completed when he substan- 
tiated Mr. Abbott’s allegations? So how do you account for that, 
that you hire an ombudsman, he is a former Federal district court 
judge, he comes in, he does the evaluation, and he substantiates 
the whistleblower’s allegations? How do you in any way justify 
then firing the person who actually brought these issues to your at- 
tention? 

Mr. Hayward. As I said, the investigation concluded that the 
drawings necessary for start-up were on the Atlantis facility. Judge 
Sporkin, our ombudsman, is investigating the issue of unfair dis- 
missal, which is quite appropriate. 

Mr. Markey. Well, I ask for you to provide a copy of the inves- 
tigation which you are conducting, Mr. Hayward, for the record. 

Mr. Hayward. We can do that. 

Mr. Markey. OK. We will put that in the record. 

I think, Mr. Hayward, that the only thing worse than one BP rig 
at the bottom of the ocean in the Gulf of Mexico would be two BP 
rigs at the bottom of the ocean. 

I think this is just another example of you running through all 
of the red lights, all of the warnings. Judge Sporkin is one of the 
most respected people in this city. He has corroborated the charges 
that were being made by this now-fired employee who was raising 
safety concerns. 

I am afraid, once again, it is a blistering, scalding indictment of 
the lack of a culture of safety that you had at BP. And I just think 
that it is something that has to end before we see another disaster. 

Thank you, Mr. Chairman. 

Mr. Stupak. Thank you. 
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Before I go to Mr. Latta, let me ask unanimous consent that we 
have the document binder be entered in the record, provided that 
the committee staff may redact any information that is business 
propriety, relates to privacy concerns, or is law-enforcement sen- 
sitive. 

Mr. Markey. Mr. Chairman, may I just ask for 30 seconds, one 
additional question? 

Mr. Stupak. Let me finish what I am doing here. 

Mr. Markey. OK. 

Mr. Stupak. Without objection, the documents will be entered 
into the record. 

[The information appears at the conclusion of the hearing.] 

Mr. Markey. May I just ask 

Mr. Stupak. It has to be really quick, Ed. You never ask a 30- 
second question. 

Mr. Markey. Mr. Hayward, will you shut down the BP Atlantis 
until these safety questions have been answered? 

Mr. Hayward. I believe they have been fully resolved. Congress- 
man. 

Mr. Markey. I do not think that that is the case. 

Thank you, Mr. Chairman. 

Mr. Stupak. We will take time for Mr. Latta. Mr. Latta for ques- 
tions, please? 

Mr. Latta. Thank you, Mr. Chairman. 

If I could just follow up with some questioning that Ranking 
Member Burgess was on, talking about the schedule. 

My first question is, what is the process that BP executives have 
developed when it comes to schedules, especially for the offshore 
wells in the gulf? Is there a schedule? Who makes the schedules? 

Mr. Hayward. The schedule, the drilling program for the — is 
that the 

Mr. Latta. Right. Who is in charge of the scheduling for those? 

Mr. Hayward. The drilling programs are created by the engi- 
neering team, overseen by the vice president for drilling and com- 
pletions and the business unit leader and, in this case, the explo- 
ration manager in the Gulf of Mexico. 

Mr. Latta. Now, are you consulted in the development and 
maintenance of those schedules? 

Mr. Hayward. I am sorry? 

Mr. Latta. Are you consulted at all in the development or main- 
tenance of those schedules? 

Mr. Hayward. I am not. 

Mr. Latta. Is there a committee higher up that is then consulted 
at BP about those schedules? 

Mr. Hayward. About the schedules of drilling? 

Mr. Latta. Correct. 

Mr. Hayward. There are several groups that would look at the 
schedules of drilling. 

Mr. Latta. Now, I guess in a corporate structure, how high up 
would those committees be or those groups that would be looked 
at that? 

Mr. Hayward. It would be within the Gulf of Mexico business 
unit. 
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Mr. Latta. Let me ask this: Would a well of this type, being as 
deep as it is, being as tough as it would be, it sounds like, to drill, 
would that elevate it to a higher standing that folks higher up at 
BP would be consulted on it? Or is it just still kept in the gulf with 
that region right there? 

Mr. Hayward. The design and operating practices would be 
signed off at the level of the vice president of drilling and comple- 
tions in the Gulf of Mexico. 

Mr. Latta. OK. So you would never be consulted on that then? 

Mr. Hayward. No. 

Mr. Latta. Thank you very much, Mr. Chairman. I yield back. 

Mr. Stupak. Thank you, Mr. Latta. 

Mr. Braley for questions, please. 

Mr. Braley. Mr. Hayward, at the beginning of this hearing, I 
showed you a couple of short video clips from two of the women 
who testified last week at our field hearing in Chalmette, Natalie 
Roshto and Courtney Kemp. And one of the questions they posed 
during that hearing was what they would tell to their children 
about why their fathers died on this Deepwater Horizon rig. 

You began your testimony a very long time ago today with these 
words: “The explosion and fire aboard the Deepwater Horizon and 
the resulting oil spill in the Gulf of Mexico never should have hap- 
pened.” 

What do you think that those two young mothers should tell 
their children about why this happened, based on what you know? 

Mr. Hayward. Based on what I know, that this was a tragic acci- 
dent involving many failure mechanisms. That is the reality. That 
is why this happened. 

Mr. Braley. Is there blame to go around among all of the compa- 
nies that were working on that well site? 

Mr. Hayward. I don’t believe now is the time to try and appor- 
tion blame. I believe now is the time to try and understand what 
happened. And that is what the investigations are trying to do. 

Mr. Braley. Well, the reason I am asking that is because, during 
other congressional hearings, there has been finger-pointing on. 
And I assume you have been following what has been going on in 
the hearings and are aware of that. 

Mr. Hayward. As I said, I don’t believe that this is the time to 
finger-point or apportion blame. I believe this is a time to under- 
stand fully what caused this accident such that the industry and 
BP can learn for the future. 

Mr. Braley. Well, I am glad you brought that up, because one 
of the things that BP has been taking responsibility for is the 
cleanup costs and the payment of all legitimate claims. We have 
heard that phrase over and over again. 

And we have also seen press accounts where BP spokespeople 
have said, as the responsible party, we are required to handle those 
claims, and then we will wait until some later date to deal with 
the apportionment of responsibility among the various parties. 

Are you aware of that? 

Mr. Hayward. I am. 

Mr. Braley. Well, let’s talk briefly about the claims process and 
some of the problems that are currently part of that process. 
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One of the things we know is that, under the oil pollution claims 
process, a claimant can’t file suit until a presentment of claim is 
made. Are you familiar with that process? 

Mr. Hayward. I am not familiar with the details. 

But what I can say is we have set up an independent claims fa- 
cility under Ken Feinberg. He will have the full authority to adju- 
dicate on claims. Within that system, there will be an opportunity 
for anyone to appeal to three judges. 

That system does nothing to deny anyone any rights with respect 
to any other claims process. It is simply a way of expediting the 
claims process such that it is fair, efficient, and fast. 

Mr. Braley. I want to talk to you about that, because this is 
what I have been hearing from people involved in the preliminary 
claims process with BP. I have been informed that BP’s position, 
under their current claims process, is that a submission of a claim 
is not a presentment for the purpose of beginning a claims process 
under the Oil Pollution Act. And the reason BP has taken that po- 
sition is because they do not consider it to be for a sum certain if 
there are future losses that have not yet been determined or if 
there are ongoing economic losses with no date certain. 

Are you aware of this process? 

Mr. Hayward. I am aware in general terms of the process. 

Mr. Braley. Well, do you understand the problem that creates 
for somebody with an ongoing economic loss, like Ronnie Duplessis, 
the shrimp boat officer who testified at our hearing last week, who 
is without work because the fishing beds that are part of what he 
does for a living are not available to him? 

Mr. Hayward. We are endeavoring — I believe we have put in 
place a process whereby we pay money and it means nothing about 
future liabilities. 

Mr. Braley. Yes, but my question 

Mr. Hayward. No one has given away the opportunity to claim 
future liabilities. 

Mr. Braley. I am not implying that. I am talking about a proc- 
ess that actually puts money in the hands of people who des- 
perately need it because their income source has been destroyed by 
this oil disaster at your rig. 

Do you understand their frustration, when they have gotten a 
check, in the case of Mr. Duplessis, for $5,000, which represents a 
very small amount of the monthly gross income he gets from his 
business, to feed his family? 

Mr. Hayward. I understand fully. I have spoken to many people 
on the gulf coast, to fishermen, to shrimpers, to small hotel owners, 
and I 

Mr. Braley. Can you understand, then, sir, why they are frus- 
trated? If BP is taking the position in this claims presentment 
process that every time they cannot define their future economic 
loss they have to submit another claim as soon as that loss be- 
comes defined for a fixed period of time and then another claim and 
another — do you understand how that could be frustrating? 

Mr. Hayward. I do. Congressman. And 

Mr. Braley. So 

Mr. Hayward [continuing]. In terms of the last weekend — if you 
would just let me finish, please — we have put in place a process for 



128 


small businesses where they can project forward for the next 
month what it is they expect to lose by way of cash flow, and we 
will pay it now. 

I am very conscious of the issue of small businesses who have on- 
going cash-flow demands. So we are trying very hard to ensure 
that money is paid in advance for commitments for people have al- 
ready taken, rather than in arrears. And that is what we will con- 
tinue to do. 

Mr. Braley. And will that be part of the fund that Judge 
Feinberg is administering? 

Mr. Hayward. That process will be transferred into Ken 
Feinberg’s process, and that is the basis on which we will move for- 
ward. 

Mr. Braley. Thank you. 

Mr. Hayward. And in the course of the last week, we have paid 
out over $15 million to small businesses on that basis. 

Mr. Stupak. Thank you, Mr. Braley. 

Mr. Welch for questions. 

Mr. Welch. Thank you, Mr. Chairman. 

Mr. Hayward, can you point to any single bad decision that was 
made in connection with Deepwater Horizon? 

Mr. Hayward. As I have said often today, I am not prepared to 
point today, with a half-complete investigation, as to what was and 
was not a bad decision. 

There are many components to this accident, to do with, as I 
have said, the casing, how it was run; the cement job, how it was 
conducted; integrity tests that may or may not have been well-in- 
terpreted. At all stages, everyone on the rig decided that the right 
thing to do was to continue. We need to understand how that came 
about. 

Mr. Welch. I understand that. But, with the benefit of hindsight 
and whatever investigatory work has been done, both by you and 
by others, at this moment, 57 days after this event, is there any- 
thing you can identify that was done wrong? 

Mr. Hayward. I am not able to draw that conclusion at this 
time. 

Mr. Welch. OK. 

Well, yesterday, Mr. Hayward, I think BP took a very construc- 
tive step in agreeing to deposit $20 billion in an independently ad- 
ministered fund to compensate victims and to pay for the cleanup. 
It was a first step in establishing confidence in BP, confidence that 
BP’s words would be matched by their deeds. 

But today, regrettably, your appearance here has done a good 
deal, at least for me, to erode that confidence. We know you are 
not an engineer, and we know that you were not on the Deepwater 
Horizon. But your answer 65 times that you don’t know to ques- 
tions that were reasonably posed to you on both sides of the aisle 
erodes confidence; it doesn’t inspire confidence. 

You know, the question that any company has to ask itself is 
whether it has strict procedures in place to make disciplined deci- 
sions that give it confidence that, at a critical moment, where the 
lives of its workers and the investment of its shareholders is at 
stake, critical judgment will be exercised. And that is the obligation 
of the CEO. However it is you accomplish that ability to hold your 
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workers accountable and support them, that is the job of the CEO, 
whether it is a small company or a large company. 

And at that very critical moment when that well was going to be 
capped and decisions had to be made about the ceiling of the well, 
whether to use a cheaper and quicker casing design, whether to 
use more or fewer casing centralizers, whether to run a critical ce- 
menting test, whether or not to circulate drilling mud, it does not 
appear that anybody was in charge. 

And that is the erosion of confidence, because the lack of proce- 
dures, the lack of people being in charge, and resorting to the least- 
cost alternative clearly played a major role in this catastrophe. 

I yield back. 

Mr. Stupak. Thank you, Mr. Welch. 

Mr. Scalise for questions, please. 

Mr. Scalise. Thank you again, Mr. Chairman. 

Mr. Hayward, going back for a few more of the questions that we 
continue to have, why was a cement bond log not performed? 

Mr. Hayward. I don’t know why a cement bond log wasn’t per- 
formed. I wasn’t there. I didn’t take the decision. What I under- 
stand — 

Mr. Scalise. I know you have to 

Mr. Hayward. What I understand from discussion with the in- 
vestigation team is that the conclusion reached on the rig by BP, 
Transocean, was that they had a good cement job, that they had 
got returns at the surface, that the right volume had been pumped, 
and they had pressure integrity. 

Mr. Scalise. And they based that on readings of some other test 
that they performed, or 

Mr. Hayward. On the basis of those three things, they deter- 
mined that they had a good cement job. And it was on that 
basis 

Mr. Scalise. So there is no BP procedure to perform that test. 
You leave it up to the discretion of the company man on the rig 
or somebody else on the rig? 

Mr. Hayward. There is no requirement to perform a cement 
bond log. 

Mr. Scalise. Are you going to change that policy and make it a 
requirement? 

Mr. Hayward. It is one of the things we need to look at in the 
light of this accident. 

Mr. Scalise. When we talk about, you know, all these different 
ideas — and, like I said, I just gave you some. We get lots of them. 
I tried to filter some out. I don’t know if you have seen the presen- 
tation of people putting hay in the water, and the oil comes on to 
the hay and the water doesn’t, and then it rolls up and you can 
clear that away — all kinds of ideas like that. 

What is your process for all of these people that are submitting 
ideas, many of which have tremendous merit and then none of 
which we see being used in the water? 

Mr. Hayward. Well, I think, with respect, we have used many 
of the ideas that have been submitted. Congressman. 

We do have a process, and there are thousands, hundreds of 
thousands, actually, of ideas that have been submitted. And we 
have a process to work through them and to utilize them. And we 
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have used very many that have been submitted from individuals 
across the United States. 

Mr. ScALiSE. Well, hopefully we will be able to get some more of 
those implemented. Because, as I said earlier, there is not enough 
that you can do. If you have more ideas, try them all, because there 
is a lot of oil in the gulf. And if something works, do more of it. 
If it doesn’t work, you can go on to something else. 

Is that structure just BP’s structure? Is there some unified com- 
mand — 

Mr. Hayward. It is part of the unified command structure. 

Mr. ScALiSE. So are there any Federal agencies involved in that? 

Mr. Hayward. There is a team of people. So as e-mails and sug- 
gestions come in, they are forwarded to a team of people, and they 
are evaluated and implemented based on that team of people that 
sits within the unified command structure. 

Mr. ScALiSE. Well, local people that are affected by this, we are 
still hearing from lots of local people — fishermen that can no longer 
fish; people that have oyster-processing companies and now some 
of those oyster beds are closed so they have no oysters to process; 
boat captains. These are all people that don’t want to just get some 
unemployment check. They want to work, but they can’t work. 

Many of them are frustrated that they are not being engaged to 
work on the cleanup. And they are the ones most vested; they are 
the ones on the ground who want this cleaned up with the most 
urgency. And it seems like many of them are frustrated that they 
are being shut out, and then they are seeing people bused in from 
out of State that come in in the day and then they are bused out 
again at night that just don’t have the same kind of passion. And 
it is kind of confusing. Why are they not being employed, if they 
want to work, if they are there on the ground? 

Mr. Hayward. We made every effort to use everyone locally who 
wants to participate. We have almost 10,000 Vessels of Oppor- 
tunity — the local fishermen employed in the Vessels of Opportunity 
program. And we have 

Mr. SCALISE. I was notoriously told — and this was reported in 
many media accounts, but I have actually spoken to the parish offi- 
cial on the ground who actually did this. Just a few weeks ago, 
there were 50 of those boats. Vessels of Opportunity, that were con- 
tracted by you that were supposed to be putting out boom. Those 
boats were sitting idle at the dock, not putting out boom, as oil was 
coming into our marsh. And this parish official actually went out 
and they commandeered a number of those boats and just went 
and put it out themselves. 

There is no excuse for that. What kind of method do you all have 
in place? If you are just giving people a check and telling them to 
sit the boat at the dock — we don’t need the boat at the dock. We 
need the boat out putting the boom so that the oil doesn’t get into 
the marsh. 

And, again, it gets into this sense of urgency. It is not just about 
writing checks. I mean, that is important, but it is even more im- 
portant that the work gets done in a quick time frame. And that 
is not what is happening. There is no quick turnaround. And then 
things like that continue to happen. 
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Are you going to change something on the ground to emphasize 
that it is not just about running a PR campaign? We have things 
that have to happen quickly because there just isn’t the time for 
days to go by with these kinds of delays. 

Mr. Hayward. Our focus is to continue to improve the quality of 
the response and the engagement of the people in the initial area. 
It has been the biggest challenge, and we continue to work it very 
hard with the incident commander Thad Allen and the Coast 
Guard. 

Mr. ScALiSE. Let me ask you, is the casing cracked or damaged 
below the sea floor? 

Mr. Hayward. We don’t know that, of course, because we haven’t 
been able to get into the well. 

Mr. ScALiSE. There is nothing that you have seen that would 
show that? 

Mr. Hayward. We have no way of knowing that. 

Mr. SCALISE. OK. And I know 

Mr. Stupak. Time, Steve. 

Mr. ScALiSE. And I apologize. 

Mr. Stupak. Go ahead, one more. Go ahead. 

Mr. ScALiSE. Mr. McKay was here, testifying at the same table 
you are at, on Tuesday. He said, quote, “The spill response has 
been pretty effective.” And I strongly disagreed with him in that 
hearing on Tuesday. 

I would like to know if you agree or disagree with his statement 
that the still response has been pretty effective. 

Mr. Hayward. I think if any oil gets to the shore to impact the 
environment, that it is not possible to declare a spill response effec- 
tive. 

In many dimensions, we have launched, implemented a very, 
very significant effort. It has been recognized, as I said, by the 
Coast Guard as beyond anything anyone has ever achieved in the 
past. But 

Mr. SCALISE. And this disaster is beyond anything ever 
achieved — I just hope to give you that sense of urgency. We need 
the sense of urgency. We can’t have days 

Mr. Stupak. Time has expired. 

Mr. SCALISE. Thank you, Mr. Chairman. I yield back. 

Mr. Stupak. There is nothing to yield. 

Ms. DeGette for questions, please. 

Ms. DeGette. Thank you, Mr. Chairman. 

Mr. Hayward, you told both Mr. Dingell and Mr. Scalise that the 
conclusion BP reached was that there was a good cement job, there 
was no requirement to perform the cement bond log test, and you 
would look at whether that needed to be changed in the future. 

So my question to you is, are you aware that Halliburton’s chief 
safety officer, Tim Probert, told a Senate committee last month 
that a cement bond log test is, quote, “the only test that can really 
determine the actual effectiveness of the bond between the cement 
sheets, the formation, and the casing itself’? 

Do you agree with that statement? 

Mr. Hayward. I am aware of his testimony, and I 

Ms. DeGette. And do you agree with that testimony? 
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Mr. Hayward. I am not qualified to agree or disagree with that 
statement. 

Ms. DeGette. Well, is your technical expert, Mr. Zanghi, who is 
here with you today, qualified to answer that question? 

Mr. Hayward. I can ask him. 

Ms. DeGette. Please. 

Yes? 

Mr. Hayward. Mr. Zanghi is not a cement bond expert. 

Ms. DeGette. I am sorry, I can’t hear you. Can you move 
the 

Mr. Hayward. Mr. Zanghi is not a cementing expert, but he is 
a drilling engineer. And he 

Ms. DeGette. He is a drilling engineer. And has he had experi- 
ence with cementing as a drilling engineer? 

Mr. Hayward. I am sure he has. 

Ms. DeGette. OK. But yet he doesn’t know whether this test is 
the only test that can determine the actual effectiveness? 

Mr. Hayward. The fact is that the team on the rig concluded 
that they had three other mechanisms to determine that they 
had 

Ms. DeGette. What were those mechanisms? 

Mr. Hayward. It was the volume that had been pumped 

Ms. DeGette. I am sorry? 

Mr. Hayward. The volume of cement that had been pumped, 
which told they essentially where in the world the cement had 
gone; the returns to the surface — that is to say, the cement had re- 
turn to the surface; and a pressure test that confirmed that there 
was ceiling. 

Ms. DeGette. But also, as I mentioned in my first round of ques- 
tioning, Mr. Hayward, the internal document, tab 6, page 9, which 
I had you refer to, said that, because of the long string approach, 
that you didn’t do the other type of approach, “Cementing simula- 
tions indicate that it’s unlikely to be a successful cement job.” 

So was that taken into account, when it was determined that the 
cement was likely to succeed? 

Mr. Hayward. I clearly can’t know that because I wasn’t there, 
but one would 

Ms. DeGette. Yes. OK. I 

Mr. Hayward [continuing]. Assume that the team on the rig 

Ms. DeGette. I am sorry? 

Mr. Hayward. I would assume that the team on the rig looked 
at the data and determined that they had achieved a successful ce- 
ment job. 

Ms. DeGette. But, now, the team on the scene sent the test crew 
away before the pressure testing was done. So how would they 
have known that the cement was going to hold before they even did 
the pressure testing? 

Mr. Hayward. I can’t answer that question. 

Ms. DeGette. Would you mind supplementing your testimony to 
let us now how they would have known that? 

Mr. Hayward. I can’t interpret what the people on the rig were 
thinking at the time the decision was made. 

Ms. DeGette. But you could ask them and have them tell us. 
Would you do that, Mr. Hayward? 
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Mr. Hayward. We can, certainly, as part of the investigation, do 
that. 

Ms. DeGette. Thank you very much. 

Now, I want to ask you, because previously I asked you how 
many deepwater wells that BP had — or I asked you if you had 
knowledge of this well, and you said no. How many deepwater 
wells has BP drilled since you were CEO of the company, in the 
last 3 or so years? 

Mr. Hayward. I don’t know the precise number. It is probably 
on the order of 25 or 30 a year. 

Ms. DeGette. You might be surprised to know, of the deepwater 
wells, that it is a far fewer number than that. But you don’t know 
the exact number, correct? 

Mr. Hayward. I don’t know the exact number. 

Ms. DeGette. OK. 

I want to just ask you one last question. We have been hearing 
a lot from people, from health care workers and from public health 
folks, about the potential health consequences. 

We have been talking a lot today about the economic losses and 
this fund to reimburse people for economic losses. 

I want to ask you, will BP also commit to paying for the long- 
term health care costs incurred by workers and residents of the 
gulf as a result of this spill? 

Mr. Hayward. We have created a fund of $20 billion to cover the 
claims resulting from 

Ms. DeGette. Let me ask you again. Let me just ask you again. 
I know there is the fund, and we commend you, and we are glad 
you did that. 

But as part of the reimbursement, is BP committed to reimburs- 
ing the workers and the residents of the gulf for their long-term 
health care costs incurred as a result of this spill? Yes or no? 

Mr. Hayward. If the independent adjudicator determines that 
those are valid claims, they will be paid. 

Ms. DeGette. So the only way you intend to pay those claims 
is if it comes through this fund. Is that your testimony today? 

Mr. Hayward. Twenty billion dollars is a very large sum of 
money to pay claims from. 

Ms. DeGette. I am sorry? 

Mr. Hayward. Twenty billion dollars is a very large fund to pay 
claims from. 

Ms. DeGette. It is a large fund. And is it your view that part 
of what that fund will be used for is to pay people for their long- 
term health care costs incurred as a result of this spill? 

Mr. Hayward. That will be a decision for the independent adju- 
dicator. 

Ms. DeGette. Well, if they asked you what you thought, would 
you say, yes, the health care costs should be paid for from this? 

Mr. Hayward. I think that is something that I will leave him to 
decide. That is why we have appointed an independent adjudicator. 

Ms. DeGette. So — see, this — if I may, Mr. Chairman? 

Mr. Stupak. Just another minute. 

Ms. DeGette. Yes. If I may, Mr. Chairman, this is what is con- 
cerning members of this committee and others about BP’s response 
here. Because you had executives who have sat here and said that 
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we will pay for all reasonable costs incurred. But then when we ask 
direct questions, for example, about health care costs, you evade 
the questions. 

And all I want to know is, as part of the reimbursement of all 
reasonable costs, health care costs that are incurred by workers 
and residents of the gulf? It is not a difficult question, sir. 

Mr. Hayward. I believe that if they are a direct consequence of 
the oil spill, then the independent adjudicator will find them to be 
claims that are legitimate under the fund. 

Ms. DeGette. And would you support that, sir? 

Mr. Hayward. I clearly would. But it is 

Ms. DeGette. Thank you very much. Thank you very much for 
your coming here. 

Mr. Hayward [continuing]. It is for the independent adjudicator 
to make the decisions. That is what we are trying to create. 

Ms. DeGette. Well, just 

Mr. Stupak. ok, oK, oK. Members are going to have 10 min- 
utes — excuse me — 10 days to submit additional questions if they 
want, oK? Because, I mean, we could go here all night, and I am 
sure people would like to, but that concludes all of our 

Mr. Burgess. Mr. Chairman, I do want to ask one last question 
on the letter that you and Mr. Waxman 

Mr. Stupak. The June 14th letter, yes. 

Mr. Burgess [continuing]. The June 14th letter that, Mr. Hay- 
ward, you indicated that you were briefed on this letter from Mr. 
Waxman and Mr. Stupak; is that correct? 

Mr. Hayward. That is correct. 

Mr. Burgess. Is there any part of this letter that you actually 
dispute? I know you wouldn’t really answer Mr. Waxman’s ques- 
tions, but are there parts of this letter that you actually do not 
agree with? 

Mr. Hayward. I think it is a statement of your conclusions at 
this time. 

Mr. Burgess. But do you dispute the facts as stated in the let- 
ter? 

Mr. Hayward. I don’t dispute any of the facts, not any of the 
facts. And as I have said all along, I would like to await drawing 
conclusions 

Mr. Burgess. Yes, I understand. 

Mr. Hayward [continuing]. Until all of the investigations are 
complete. 

Mr. Burgess. If there are facts that you dispute, you would pro- 
vide those to us within this 

Mr. Hayward. I certainly will. 

Mr. Stupak. I am sorry, but I have to call this to an end, because 
then down on this side they are going to want more questions and 
I will want more questions, and we will be here until at least mid- 
night, and we are not going to do that. 

Mr. Burgess. That is why we are the most important committee 
in Congress. 

Mr. Stupak. I agree we are the most important committee in 
Congress, but even important things must come to an end. And 
right now it is coming to an end. 
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Mr. Hayward, I want to thank you for being here today. You did 
come voluntarily, and we appreciate that. 

However, I think it is fair to say that Members are frustrated be- 
cause the answers we have heard time and time again are phrases 
like “I wasn’t involved in that decision,” “I don’t know,” “I can’t re- 
call,” “we need to wait for the results of the investigation.” And we 
had really hoped, by giving you information and the June 14th let- 
ter, you would be better prepared to answer our questions. 

I think the evasiveness of your answers only serve to increase 
the frustration, not decrease the frustration, not just of Members 
of Congress but of that of the American people. 

So, I will thank you for being here. 

This is going to conclude our hearing. I want to thank all Mem- 
bers for participating. 

The document binder is made part of the record. 

And that concludes our hearing. This meeting of the sub- 
committee is adjourned. 

[Whereupon, at 5:30 p.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 
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CoRgress of ftr ©intrt States 


^ouac af Eipresatantits 



Dear Colleague; 

1 am pleased that the Energy and Commerce Committee minority has been allowed to sponsor : 
Congressman Scaiise’s site visit to the Gulf of Mexico. As part of this visit my committee staff 
has prepared the following background information for your review, which I hope you will fmd 
usefoJ ; Please feel free to contact me or the Republican Energy and Commerce Gommittee staff 
should you have any questions. 


Sincerely, 




Joe Barton 
Ranldng Member 
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Information on the Deepwater Horizon 

Oil Spill in the Gulf of Mexico 


OIL & GAS INDUSTRY OFFSHORE DRILLING RECORD 


® Offshore oil and natural gas development has been safely conducted for 
more tlian 60 years. During that time, more than 42,000 wells have been 
drilled in the Gulf, including more than 2,000 deepwater wells, or wells 
drilled in w'ater depths of 1,000 feet or more. 

• According to the API, in the past 60 years, America’s oil and natural gas 
industr>' has produced more than 16.3 billion barrels of oil in the Gulf of 
Mexico -with just 0.00123% spilled. 

• Industry-wide, moreover, a 2009 API-commissioned report found that 
annual spillage from offshore operations decreased by 87% from the 1970s. 

• According to data from the Bureau of Ocean Energy Management, 
Regulation, and Enforcement (BOEMRE), formerly Minerals Management 
Service, safety has also significantly improved over the past decades; 
between 1996 and 2008 the safety record improved by 80%. 

• For combined operations on the U.S. Outer Continental Shelf, lost-workday 
incident rates fell from a 3.39 annual rate in 1996 to a 0.64 annual rate in 
2008. 

• The strong environmental performance of offshore production facilitie.s was 
demonstrated in 2005 during Hurricanes Katrina and Rita when the industiy 
was able to shut down production of more than 3,000 offshore platfomis 
throughout the Gulf- with no loss of life or significant offshore spills. 
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DEEPWATER HORIZON UNIFIED COMMAND 


• The United States Coast Guard runs the incident command, and U.S. Rear 
Adm. James A Watson is in charge on the scene in Louisiana. He answers to 
Admiral Thad Allen, the National Incident Commander, who answers to the 
President. 

• The federal government has the majority vote in the unified command 
overseeing procedures to stop the leak and to do the clean up. 


DEEPWATER HORIZON OIL SPILL INVESTIGATIONS 

• Our primary objectives at this stage are to stop the leak, contain and clean up 
the spill, and understand the cause of the blowout so we can ensure proper 
measures will be in place to prevent future incidents. 

• There must be an objective, comprehensive investigation to find out the facts 
and enable Congress and the industry to take appropriate corrective 
measures and to determine whether new standards, procedures, or safeguards 
are necessary. 

• We must understand whether there was proper oversight and appropriate 
advanced planning by the federal government, primarily the BOEMRE, the 
EPA, and the Coast Guard to prepare for oil spills. 

• We need to act reasonably to ensure safe expansion of future production and 
responsibly and not react hastily. Over-reaction risks additional economic 
hardship for the Gulf Coast and threatens the healthy economic growth of a 
nation that requires a safe, secure energy supply. 

• From the information learned in the investigation, the Majority and Minority 
staff of the Energy and Commerce Committee are in the process of 
negotiating a bill to be considered prior to the August recess to provide BOP 
standards and safety requirements for certain high risk wells. 
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O&I Deepwater Horizon Investigation: 

Status Update 

• April 2010: The Committee on Energy and Commerce and its Subcommittee on 
Oversight and Investigations initiated an investigation into the circumstances 
surrounding the Deepwater Horizon rig explosion and oil spill. The Committee 
requested documents from BP, Transocean, Halliburton, and Cameron. 

■ May 4, 2010: Ranking Member Barton and O&I Subcommittee Ranking Member 
Burgess requested Chairman Waxman and Subcommittee Chairman Stupak to invite the 
testimony of the Secretary of the Interior at the upcoming hearing and request to include 
review of federal actions as an integral part of the investigation. Interior Secretary 
Salazar will be appearing before the O&I Subcommittee later this month. 

■ May 7, 2010: The Committee participated in a Bipartisan Codel to the Gulf Coast to 
review the spill for which Ranking Member Barton, O&I Subcommittee Ranking 
Member Burgess, and Full Committee Member Scalise were in attendance. 

■ May 12, 2010: The O&l Subcommittee held a hearing entitled “Inquiry into the 
Deepwater Horizon Gulf Coast Oil Spill.” The Subcommittee questioned the CEOs of 
BP America, Transooean, Halliburton, and Cameron. 

■ May 25, 2010: The Committee released details regarding BP’s Internal Incident 
Investigation. 

■ May 30, 2010: The Committee released a memo and documents concerning issues raised 
in recent news media accounts related to the Deepwater Horizon Spill. 

» June 7, 2010: The O&l Subcommittee held a field hearing in Chalmette, Louisiana 
entitled “Local Impact of the Deepwater Horizon Oil Spill.” Subcommittee Ranking 
Member Burgess as well as full Committee Member Scalise were in attendance. The 
Subcommittee received testimony from Natalie Roshto and Courtney Kemp, widows of 
employees on the Deepwater Horizon at the time of the explosion. The Subcommittee 
also heard from the Vice President of the Louisiana Shrimp Association, the Vice 
President for the Dauphin Island Chamber of Commerce, a local commercial fisherman, 
the President of Subra Company, and the President of the Institute for Marine Mammal 
Studies. 

• June 8, 2010: Committee Chairman Waxman and O&I Subcommittee Chairman Stupak 
requested the U.S. Chemical Safety Board to conduct an investigation into the causes of 
the explosion on the Deepwater Horizon rig. 
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• June 14, 2010: Committee Chairmen Waxman and O&l Subcommittee Chairman Stupak 
sent a letter to Tony Hayward, Chief Executive Officer of BP, prior to his testifying 
before the Committee, detailing the questions the investigation has raised about BP 
decisions leading up to the Deepwater Horizon explosion. 

■ June 17,2010:HearingwithBPCEOTonyHayward 

■ June 22, 2010: Proposed hearing with Oil Spill response companies postponed. 

» June 25, 2010: MMS production of documents requested by the Committee and 
Subcommittee on O&I leadership. 

■ June 27, 2010: Hearing with Secretary Salazar postponed until after the July 4* recess. 

■ To Date: 

o The O&l Subcommittee has reviewed more than 1 10,000 pages of documents 
including productions from BP, Transocean, Halliburton, Cameron, 
Schlumberger, Anadarko, as well as a number of oil spill response companies 
involved in recovery efforts. 

o The O&l Subcommittee has and continues to conduct numerous informational 
briefings and interviews from various stakeholders and experts regarding the 
Deepwater Horizon explosion. 

o The O&l Subcommittee received documents from the Minerals Management 
Service. Staff is reviewing to determine the critical role this agency had 
overseeing Deepwater Horizon drilling operations. 
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Re vloration • Emergency Resporsse 

TJeopwater Horizon BP Oil Spi 
Modeling the Potential Long Term Movement of 01- 

Objective 

The Ne'ionel Otpanw. and Atmospheric Administration jNOAA) has used computer models to 
e-.tmiate the potential threats to U.S. coastHnes that might result if oil spilling from the Deepwater 
►ipnton 'itE continues until a relief welt successfutly slops the flow. Although ills impossible to 
predict precisely wrhere surface oil wilt go in the coming months, it is possible to analyze where 
SI '1 race oil IS most likely to go by (a) using historical wind: and ocean current records; and (b) 
accounting for both natural processes of "weatheTing" and human intervention to recover and 
•■unlove the oil This report will be updated as more information becomes available. 

Major Findings and Implications 

The details of the study are outlined In the foliowng pages, but the major findings are represented in 
the figures on the next page and include: 

• The coastlines with the highest probability (81% - 100%) for impact - from the Mississippi 
River Delta to the panhandle of Florida- are already receiving oil. 

• Along U.S. Gulf of Mexico shorelines, the oil is more likely to move east than west, with the 
south coast of Texas showing a relatively low probability (less than 1%) for impact, 

• Much of the west coast of Florida has a low probability (1% - 20%) for impact, but the Florida 
Keys, Miami and Fort Lauderdale areas have a greater probability (61% - 80%) due fo the 
potential influence of the Loop Current. 

• A projected threat to the shoreline does not necessarily mean that oil will come ashore. It 
means that oil or streamers or tar balls are likely to be in the general vicinity (Within 20:mi|es 
of the coast). Winds and currents wilt have to move the oil or tar balls onto the shore. Booms: 
and other countermeasures would be used to mitigate the potential coastal contacf once oil is 
in the area. 

• The longer it takes oil to travel, the more it will degrade, disperse, lose toxicity, and break into 
streamers and tar balls. For example, any oil that enters the Loop Current will take at least 8 
to 12 days to reach the Florida Straits, but could take much longer. Over that time, the oil will 
degrade and disperse, and any shoreline impacts to Keys, southeast Florida or beyond would 
be in the form of scattered tar balls, not a large surface slick of oil. 

• As the Gulf Stream moves northeast and angles away from the continental US, there is an 
increasingly lower probability of shoreline impacts from eastern central Florida up the eastern 
seaboard. If oil does reach these areas, it will be In the form of tar balls or highly weathered 
streamers after traveling a thousand miles or more through the ocean. 

• Implications. The findings cover potential impacts based on a scenario that assumes a 
significant continuing spill. Some of these impacts may be weeks or months away or may not 
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inatei i=>*ize In light of these uncertaintfesafict\e)ctetKie!l.timeffames. NOAA will continue to 
vsoi k with the U.S Coast Guard and other members of the response team to track the 
movement of oil including monitoring the taopGurretttii' producing 72-hour projections of oil 
n'ovement end updating these longer-term models, to’inform states, communities, 
businesses corisuimei s, and others. Updated information; can be found at: 
iiU|' ic'jx l■^v^.lestvlratK >ll, noaa.gov/deeDwaterhofgon/longterm out i ook 


The two graphics below depict the composite resuitsof 500 individual scenarios or runs of the model. 
The model assumes that oil is released at an average rate of :33,000 barrels per day for 90 days. The 
model predicts the location of oil after 120 daysifrom the start. Figure 1 shows the probability of 
shoreline threats that resulted in enough oil to cause a; duli sheenwithin 20 miles of shore. 

However, a projected threat to the shoreline does: not neeessarily mean that oil will come ashore. 
Figure 2 shows the percentage of spill model scenarios that resulted in enough oil to cause a dull 
sheen in a given 20 by 20 mile grid. 


Figure 1. Probability of Shoreline Threat, as of Day 120, for a 33,000 barrels/day release for 90 ra , 



Prohiibilily of .Shoreline Threat 
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Figure 2: Percent of Spill Scenarios that would cause a dull sheen in a green grid as of Oaf 120 for a 
33,000 barrels/day release for 90 days . _ 
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Project Overview 

The amount of oil being released by the Deepwater Horizon well has triggered widespread concern. 
Reports about the Loop Current, which could carry oil from the Gulf of Mexico around the tip of 
Florida, have expanded the geographic scope of interest. Responders across the Gulf and on the East 
Coast have been asking whether they should be preparing for the arrival of Deepwater Horizon oil. 
The public wants to understand the possible geographic scope of the environmental and economic 
impacts of the spill. Although there are limits to forecasting future Impacts, this anatysis provides 
some insights on the likelihood of various outcomes. 

Beyond the continuing intensive efforts to contain, recover, and remove the oil, the Federal 
government will closely monitor the movement of the oil over time, particularly focusing on the 
relationship between the Loop Current and the oil slick to help sharpen the outlook for impact to 
South Florida and neighboring Caribbean nations. This information will give coastal states and 
communities warning about potential threats of shoreline impacts to ensure that adequate 
preparedness measures can be taken. 

At present, the Loop Current does not appear to be a major source of transport of Deepwater 
Horizon oil to the Florida Straits or Gulf Stream. The top of the Loop Current has pinched off as an 
eddy that is spinning clockwise in the Gulf, recirculating within the Gulf any oil that it has entrained. 

NOAA will continue to follow the eddy and the Loop Current closely. 
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To perform the analysis of potential for long-term impact to shorelines, NOAA ran the computer 
model using 15 years of data on past winds and ocean currents in the Gulf of Mexico. NOAA ran this 
model five hundred times to reflect the uncertainty in forecasting future winds and ocean currents; 
each model run used a randomly selected subset of the 15-year data set. Each run of the computer 
model predicts oil movement over a 120-day period. It is important to note that although modeling is 
useful in characterizing what is more or less likely to happen, it cannot provide precise predictions 
about oil movement. The modeling is based on a 120 day projection starting from day one of the spill. 
It does not take the current footprint of the spill— which, approximately 70 days after the start of the 
spill, has not entered the Loop Current— as the starting point. 

A peer review of the data and NOAA method was conducted by experts from the U.S. Navy, Minerals 
Management Service, Texas A&M, Texas General Land Office, Scripps Institution of Oceanography, 
and BP, The final modeling analysis reflects their technical input. 

Assumptions and Caveats 

In running this computer model, NOAA used the following parameters and assumptions: 

• One key assumption in modeling the spill is the flow rate of oil Into the Gulf of Mexico. The 
scenario assumes two different rates (one prior to the cutting of the riser pipe and a second 
one after the cutting of the riser pipe), then it subtracts out the oil removed from the 
environment, e.g., by skimming and burning. A gross flow rate of 40,000 barrels per day is 
used from the sinking of the Deepwater Horizon on April 22 until the cutting of the riser pipe 
on June 3. This number represents the upper bound of the estimate developed by the 
National Incident Command Flow Rate Technical Group (FRTG). After the cutting of the riser 
pipe, the model assumes that the gross flow rate increases to 60,000 barrels per day, again at 
the upper limit of the range provided by the FRTG (the lower bound is 35,000 barrels/day). 
These gross flow rates are then adjusted to account for the various mitigation efforts - 
skimming, oil burning, and subsurface oil collection - to calculate a net flow of 33,000 barrels 
per day for 90 days . The net flow rate reflects an average of 7,000 barrels per day for oil 
burning and skimming throughout the 90-day period, and an average of 20,000 barrels per 
day for subsurface containment through the top hat system after it was put in place on June 5. 
These adjustments are averaged over the 90 days of flow which reflects the approximate 
three-month window necessary for a relief well to be drilled. The model does not account for 
the use of dispersant in reducing the overall volume of surface oil. 

• The estimated net flow of 33,000 barrels per day was used as a conservative but reasonable 
estimate that may overstate coastal risk somewhat. Other reasonable scenarios were 
examined that involved different gross flow rates and benefits from mitigation efforts, but the 
overall pattern of shoreline threat was not appreciably changed, so the 33,000 barrel per day 
scenario was selected for presentation. For example, sub-surface containment has exceeded 
20,000 barrels per day for short time periods, and the sub-surface capacity to capture more 
than 50,000 barrels per day is expected to be operational by the beginning of July. The 
efficacy of skimming and burning operations varies with the weather, so calm weather may 
increase the daily removal rate through these mitigation measures, while rough weather may 
decrease the daily removal rate. The risk that a hurricane may require the relocation of 
surface vessels participating in the subsurface collection of oil, however, could result in a 
higher rate of flow from the well for some period of time. Finally, uncertainty about the 
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timing of completing the relief well obviously affects the duration of the spill. As better 
information becomes available, updated analyses will be posted at the web link cited at the 
end of this fact sheet. 

• The model assumes that the "weathering" of the oil - the process by which oil naturally 
breaks down and changes in the environment - occurs in a way that is typical of oils similar to 
the Deepwater Horizon oil. The longer it takes oil to travel, the more it will degrade, disperse, 
lose toxicity, and break into streamers and tar balls. Again, the model does not account for 
the use of dispersants, 

• The model considers oil a threat to the shoreline if there is enough oil to cause a dull sheen 
within 20 miles from the coast. A dull sheen was used as the threshold because that is 
enough oil to be toxic to some organisms in the water column and potentially require the 
closure of fisheries. Anything less than a dull sheen, the model does not consider to be a 
threat to the shoreline. 

• A threat to the shoreline does not necessarily mean that oil will come ashore. Winds and 
currents will have to move the oil or tar balls onto the shore. Booms and other 
countermeasures would be used to mitigate the potential coastal contact. Therefore, the 
model may over-estimate the degree of potential shoreline threats from the spill. 

Interpreting the Analysis 

The probability map shown is a composite of the 500 individual scenarios for a net release of 33,000 
barrels per day for 90 days. The colors indicate the percentage of the scenarios that resulted in 
enough oil to cause a dull sheen within 20 miles of shore or the 20 by 20 mile grid over a 120-day 
period. Main findings are summarized on page one. 

There are several important factors to remember when interpreting the results; 

1. The probability maps display the cumulative outcome of 500 individual scenarios. For 
example, if 250 of the 500 scenarios displayed a shoreline threat for a particular coastal area, 
the probability for shoreline threats at that area would be 50%. However, it is important to 
understand that only one scenario will actually occur. In other words, not all the areas with 
probabilities for shoreline threats will actually be affected. The winds, currents, flow rate, and 
mitigation efforts that actually occur during the release period will determine oil movement. 

2. This model considers surface oil only. The longer it takes oil to travel, the more it will degrade, 
disperse, lose toxicity, and break into streamers and tar balls. For example, any oil that enters 
the Loop Current will take at least 8-12 days to reach the Florida Straits, but could take much 
longer. Over that time, the oil will degrade and disperse, and any shoreline impacts to 
southeast Florida or beyond would be in the form of scattered tar balls, not a targe surface 
slick of oil. 

3. NOAA is closely monitoring the movement of oil from the Deepwater Horizon spill through 
aerial and satellite observations. NOAA is also providing daily forecasts to predict where the 
oil is going to go within the next 72 hours. Although the Loop Current is not presently a 
significant source of transport of oil to the Florida Straits, should a significant amount of 
surface oil enter the Loop Current and begin to move toward the Florida Straits and eastern 
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seaboard, NOAA will be able to see it, predict the movement, and help guide preparedness, 
response and cleanup efforts. 

4. Oil movement could continue beyond the 120-day time frame used in the model runs. 

5. Unlike the 72-hour projections reported daily by NOAA, the long-term model reported here 
does not initiate with the current footprint of the oil spill as the starting point - it initiates 
with a release from the source on Day 1. To date, about 70 days after the start of the spill, a 
significant amount of oil has not entered the Loop Current because of the specific location and 
configuration of the currents, though in some of the modeling runs, oil is projected to have 
done so. In that key respect, conditions thus far have been more favorable in reality than 
some of the 500 model runs generated would represent. 

NOAA will continue to revise this model as new data are gathered. Updated scenarios and 
more information about the model can be found at; 

http://re5Ponse.re5toration.noaa.gov/deeDwaterhorizon/longterm outlook 
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Update on Gulf of Mexico Oil Spill - 05 July 


! i; ' ' I update an developments in the response to the MC252 oil wei! inddent in the Gulf of Mexico. 

: Containment 

n-T coni to collect oil and gas fiov/ing from the Deepwater Horizon’s failed blow-out preventer (BOP) and 
transpon them to ves cr th '■urface. 

;r package (LMRP) containment cap. installed on June 3. lakes oil and gas to the Discoverer Enterprise where 
oil is collected and gas fiared. The second system, ^ich began operations on June 16, takes oil and gas to the Q4000 vessel on 
the surface where both oil and gas are fiared. 

On July 3. a total of approximately 25,198 barrels of oil were ODliecled or flared by tfie two systems and 57.0 million cubic feet of gas 
were fiared. Specifically, the LMRP containment system amnected to the Discoverer Enterprise collected 17.022 Panels of oil, and 
the Q4000 fiaied an additional 8.176 barrels of oil. To date, the total volume of oil collected or flared by the containment systems is 
approximately 585,400 barrels. Information on the volumes of oil and gas that are collected or flared is updated twice daily on BP's 
website, www.bp.com. 


Preparations continue for the next step in containment operations. Work on the first floating riser containment system planned to be 
connected to the Helix Producer was delayed by heightened sea states cau^d by Hurricane Alex as it passed through the Gulf of 
Mexico. The floating riser system is designed to allow more rapid disconnection and reconnection of the system, reducing the time 
that collection may be impacted in the case of, for example, indement weather, it is cumently anticipated that this first floating riser 
system will be available to begin first operations towards the end of the week. 

Plans also are being developed for additional containment capacity and flexibility. These projects are currently anticipated to begin 
operations around mid- late July. 

The LMRP containment cap system., the Q4000 system, and tiie planned additional containment systems have not been deployed 
at these depths or under these conditions, and their efficiency and ability to contain or flare the oil and gas cannot be assured. 

Work on the first relief well, which started May 2, continues. The well reached a depth of 17,725 feet on July 4 and a sixth Yapoing’ 
run was amipleted. The second relief well, which started May 16, has r>ow reached a measured depth of 13,871 feet. Both wells are 
still estimated to take approximately three months to complete from commencement of drilling, 

Surface SpHI Respan.se and Contatnment 

Work continues to collect and disperse oil that has reached the surface of the sea. to protect the shoreline of the Gulf of Mexico, and 
to collect and dean up any oil that has reached shore. 

Approximately 44,500 personnel, more than 6,563 vessels and some 113 airaaft are now engaged in the response effort, 

Operations to skim oil from the surface of the water were temporarily placed on hold for approximately three days because of the 
efects of Hurricane Alex. To date, these operations have recovered, in total, approximately 673,497 barrels (23,5 million gallons) of 
oily liquid. In addition, a total of 275 controlled bums have been carried out to date, removing an estimated 238,000 barrels of oil 
from the sea’s surface. 

The total length of containment boom deployed as part of etferts to prevent oil from reaching the coast is now almost 2.9 million feet 
(550 miles), 

Addlttofial information 

To date, almost 95,000 claims have been submitted and more than 47,000 payments have been made, totalling almost $147 million. 

The cost of the response to date amounts to approximately $3.12 billion, including the cost of the spill response, containment, relief 
wei! drilling, grants to the Gulf states, claims paid, and federal costs. On June 16. BP announced an agreed package of measures, 
including the creation of a $20 billion escrow account to satisfy certain obligations arising from the oil and gas spill. It is too early to 
quantify other potential costs and liabilities associated with the incident. 

BP Press Office London: +44 20 7496 4076 
BP Press office, US: +1 281 366 0265 
vvww.bp.com/gulfofmexicorespcnse 



151 



THE: tiCBETART OF THE iNtERWft 
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' ;>i;v •< MS. 520') 

Otihieci: {',s!:;Mi.shmens of She Bureau of Ocean Energy Hanugemcni. tlic Ruix'isu o!' Sai'c’.j 
and i-.in ironmental HnforcemenL and the Office of Kaiura! Resoorces Rc\cniic. 

Sea, ' Purpose. !lic purpose of tins Onlct is to separate and reassign the responsib'.lirics tha: 
haii been conducted oy the Minerals Management Service into new management stnscturas tbat 
will improve the management, oversight, and accotmtability of acth iiie.s on the Outer 
Cominentai Shell; ensure a fair rctium to the taxpayer from royalty rmd revenue eoilection and 
disbursement acti\ itics: a.nd pro\ ide indepwideiit .safety and en% ironmentai o\ eTsighi:im<J 
enforcemenutf offshore activities. 

See. 1 Authority. Thl-s Order ts issued in acawdance with the aiitltontyf provided by Section 2 
of the Reorganimion Plan No. 3 of t64 Stat i262i 

Sec. .5 Bureau of Ocean Energy Management. ITirough this (.)rder, ;ind in accordance with 
the .scheduie set forth in Section % a Bureau ofOo'an Energy Martagcment wilt be cittablisbod in 
the Departraent. The Bureau of Ocean Energy Management will he led by a Director, and it will 
he under tlie supeni.sion of the Assistant Secretary ~ Land and Minerals Mtmagemetit. The 
Bureau of Ocean Energy Mattagerocnt will exercise the conventional (e.g.. oil and gas) and 
renewable energy-related management fwnctions of the .Minerals Management Service not 
otherwise tran.sfcrted pursuant to this Order including, but not limited to, activities involving 
resource evaluation, pkinning. and leasing. 

Sec. -t Bureau of Safety and Environmental Enforcfinent. Through this Order, and in 
accordance with the schedule set forth in Section 9. a Bureau of Safety and Environmental 
Enftweement will be established in the Department. The Bureau of Safety and Environmental : 
Enforcement will be led by a Director, and it will be under the .supervision of the A.s.sistaJtt 
Secretary - Land and Minerals Management. The salcly and environmental enibrcemenl 
functions of the Minerals Management Service including, but not limited to, the authority to 
inspect, investigate, summon witnesses and produce evidence. levy penahtes. cateci or .suspend 
activities, and -it er.sce safety, response, and removal preparedness w ill be exercised by the 
Bureau of Safely aid Environmental Enforcement. 

' ■ /tdvi- .if .Niitiiral Rs.sourct.s Revenue, Through this Order. a;;.i 

'.■.'cdule -ct forth in Section 9, the Office; of Natural; Resources Revenue will be e.siabhsh.eo i'l 
,'-c fojnar’.irer.l. ! ne OfficeofNaturai-Resourees Revenue wiL be led by a Director 't v ” 

'c O’, er ’’-.c Mipeiii.sion of the Assistant Secretary' -Policy . Management and iiuJae.. IT-.e 
:t ya.;\ av.a cienac management fenctions of the; Minerals Management Service tsiec.d'c.c. i',", 
’..-'i'.J .0. loyalty and revenue collecfion. -distribution, auditing and compliance 
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' . and asset fflmmgemeut for both crKa-. ;e .-.•w e;':-. . 

~eJ in tne Cdltce oi Nainfol RiKWfjrctts Revenue. 

.. . » nil Vafon, r.Bvlrjwmentai audCiiHsenjtiwi e '> - 

„ ana !w A'.si«t;n: Secrete” > • . 

- V. ' rr.ate te CR»,,rc Jat rLO!__.> ^ ” ’e • s ^ 

.• . .<•;•- r.ne ihtitai', iwiews and eonRd!«ao''S a>e' eor.aee'ce .i ' • v V" , ■ 

• r -..•;cr,-.,'';c4h\.>outJ oaine", 

’ ’.dui'ij.'.trahM- i'l-iiuskras, ; 'he Ass'stjnl Secretar> i ard and '' id'C". " \ , ^ 
u-.- 1! c , sc^retart - Polkn. blaaageirtcnt and Budget nil’ rake s.c" ;• 

elV.v; V]c >'e' ek uaninjawme ana other Amcuons. pcrsotael foKavr .epw'e:" ; > 
•■n.-i.vi'C'V. Ue' > I ofthis ( >rdcr. 

See S jtctiK'.Uicii, rhrougli this t>ac*. .aid jn.iceo'dani.e'aSl’ the Sv'vauiv'su . ’>s,^ o 

tiv Ksponsihiii'.ie^ of the Minerals Vlanagenjera Sendee are -cafot ■•c' aiafo»> a t e»i ■■ ^ xo 
tniiheubie rr>-' isS n> of Secretarial C'*rde'>' Rc W!. ine'uJ’np dii amc'’- tienis ■)!' ! se>,ri > > 
t <tw No. S’sf, iroid Jini. all amendments; are .hereby reyokedin accordoitce tro ic’i s 

Ilii't'' ''ca'in. ■■■■■ , , 

Sec '• KfTt'cthc flstje. The kssistantSecKtary— .IJand atd’M.neraK \iuugcmcnt .uxi ibc 
A^si^t.Jn' sccretarv - Policy, Managetftent and Budget will detefoj' and icyoil lo (be Sci, ctatt 
i, t >i <Un, '' eg ■'Ji'ij ti'sreorgamation. Thc\ wll develop a Itdi'tt intuii' t\ ’ ' 
d. ^ . ‘o! foe >ivr c.'W'let ort of th*s Order in consultation with' he Wl- te lii use t H'kv n 
Muwgoii'C'o! and Hedge: at.d applicaWe Coiigri^'siona! coroariitec.s w iJt rcspiJii.siiHbtic.t ovci 

! lx- yo'voions oi';hi% {>rder vvilf femain m effecs uniii puWicatjon of thcDcpdA;-! enuS Xisnu f 
or imitfofos nncrided, supc’voded, or.revfokedyiy%Mevet-occffl'S'first,, 
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THE ECONOMIC IMPACTS OF THE OIL AND NATURAL GAS INDUSTRY ON THE 
U.S. ECONOMY: EMPLOYMENT, LABOR INCOME AND VALUE ADDED 

Executive Summary 

The oil and natural gas industry, a vital link in the nation's energy supply, makes 
important contributions to the U.S. economy by providing an economical energy source 
for transportation and the production of other goods and services. The oil and natural 
gas industry currently supplies more than 60% of the nation's total energy demands and 
more than 99% of the fuel used by Americans in their cars and trucks\ while 900 of the 
next 1000 U.S. power plants are projected to use natural gas.^ 

In addition to the important products made available by the oil and natural gas industry, 
the industry also makes significant economic contributions as an employer and 
purchaser of goods and services. The oil and natural gas industry is one of the largest 
employers in the country, employing millions of Americans in exploring, producing, 
processing, transporting, and marketing oil and natural gas. Millions of jobs in other 
industries are supported by the oil and natural gas industry’s purchases of intermediate 
inputs and capital goods from other U.S. producers. These businesses inciude 
equipment suppliers, construction services, management services, food services, and 
many other types of support services. These supporting businesses, in turn, purchase 
goods and services, spurring additional economic activities. Further, employees and 
business owners make personal purchases out of the additional income that is 
generated by this process, sending more new demands rippling through the economy. 

The purpose of this report is to quantify the contribution of the U.S. oil and natural gas 
industry to the U.S. national and state economies in terms of employment, labor income 
(including wages and salaries and benefits, as well as proprietors' income), and value 
added.’ The direct impact is measured as the jobs, labor income, and value added 
within the oil and natural gas industry. The indirect impact is measured as the jobs, 
labor income, and value added occurring within other industries that provide goods and 
services to the oil and natural gas industry. The induced impact is measured as the 
jobs, labor income, and value added resulting from household spending of income 
earned either directly or indirectly from the oil and natural gas industry’s spending. The 
combination of these three effects comprises the total contribution of the U.S. oil and 
natural gas industry. At the national level, this report quantifies both the industry’s 
operationai impact (due to purchases of intermediate inputs) and capital investment 
impact (due to purchases of new structures and equipment). The report does not 
address the economic effects of the use of oil and natural gas in the economy. 

In 2007, the most recent year for which data are available, PricewaterhouseCoopers 
estimates that, combining the operationai and capital investment impacts, the U.S. oil 
and natural gas industry's total employment contribution to the national economy 
amounted to 9.2 million full-time and part-time jobs, accounting for 5.2 percent of the 
total employment in the country (see Table E-1). The associated labor income. 


' http://www.api.org/aboutoilgas/ and http://www.energy.gov/energysources/oil.htm 
^ http://www.energy.gov/energysouroes/naturalgas.htm 

^ Value added refers to the additional value created at a particular stage of production. It is a measure of 
the overall importance of an industry. Value added consists of: employee compensation, proprietors' 
income, income to capital owners from property, and indirect business taxes (i.e., those borne by consumers 
rather than producers). 
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including proprietors' income, was estimated to be $558 billion, or 6.3 percent of the 
national labor income total. The industry's total value-added contribution to the national 
economy was over $1 trillion, accounting for 7.5 percent of U.S. GDP in 2007. 

Table E-1. Total Contribution of the Oil and Natural Gas Industry to 


the U.S. Economy, 2007 


Item 

Amount 

Percent of U.S. 
Total 

Operational Impact 



Employment* 

7,818,437 

4.4% 

Labor Income ($ millions)** 

477,249 

5.4% 

Value Added ($ millions) 

915,370 

6.6% 

Capital Investment Impact 

Employment* 

1,418,944 

0.8% 

Labor Income ($ millions)** 

81,012 

0.9% 

Value Added ($ millions) 

121,690 

0.9% 

Total Impacts 

Employment* 

9,237,381 

5.2% 

Labor Income ($ millions)** 

558,260 

6.3% 

Value Added ($ millions) 

1,037,060 

7.5% 


Source; PriceweterhouseCoopers calculations using IMPLAN modeling system (2007 database). 
Numbers may not add to total due to rounding. 

* Employment is defined as the number of payroll and self-employed jobs, including part-time jobs. 
** Labor income is defined as wages and salaries and benefits as well as proprietor' income, 


The economic impact of the oil and natural gas industry reaches all 50 states and the 
District of Columbia. Due to data limitations, this study has only quantified the oil and 
natural gas industry's operational impact at the state level. The total number of jobs 
directly or indirectly attributable to the oil and natural gas industry's operations ranged 
from a low of 12,815 (in the District of Columbia) to more than 1.7 million (in Texas). 

The top 1 5 states, in terms of the total number of jobs directly or indirectly attributable to 
the oil and natural gas industry's operations in 2007 (Table E-2a) were Texas, California, 
Oklahoma, Louisiana, New York, Pennsylvania, Florida, Illinois, Ohio, Colorado, 
Michigan, Georgia, North Carolina, Virginia, and New Jersey. Combined these states 
account for nearly 70 percent of the total jobs attributable to the U.S. oil and natural gas 
industry's operations. 
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Table E-2a. Total Operational Impact of the Oil and Natural Gas Industry, 2007 
Top 15 States, Ranked by Total Employment Contribution 


State 

Empio 

snssHi 

Labor Income** 

Value Added 

Amount 

Percent of 
State Total 

($ Million) 

Percent of 
State Total 

{$ Million) 

Percent of 
State ToUl 

Texas 

1,772,335 

13.1% 

140.941 

19.5% 

293,760 

24.2% 

California 

752,614 

3.7% 

54,122 

4.6% 

100,958 

5.5% 

Oklahoma 

348,627 

16.3% 

22,550 

24,7% 

47,839 

31.3% 

Louisiana 

330,053 

13.4% 

18.449 

16.6% 

35,986 

20.6% 

New York 

281,267 

2.6% 

21,452 

3.0% 

36,347 

3.3% 

Pennsylvania 

271,250 

3.8% 

14,494 

4,1% 

25,772 

4,8% 

Florida 

267,277 

2.6% 

11.441 

2.6% 

19,946 

2,8% 

Illinois 

260,001 

3.5% 

16,953 

4.2% 

31,323 

5.0% 

Ohio 

229,438 

3.4% 

11,121 

3.7% 

20,201 

4,5% 

Colorado 

190,408 

6.0% 

12,438 

7.7% 

24,099 

9.3% 

Michigan 

179,495 

3.3% 

9,820 

3.8% 

17,711 

4,4% 

Georgia 

145,806 

2.7% 

6,841 

2.7% 

12,032 

3,0% 

North Carolina 

145,779 

27% 

6,007 

2.6% 

10,623 

2,9% 

Virginia 

143,479 

3.0% 


2,7% 

11,968 

3.1% 

New Jersey 

143,342 

2.8% 


3.1% 

16,853 

3.5% 


Source: PricewaterhouseCoopers calculations using IMPLAN modeling system (2007 database). 
Numbers may not add to total due to rounding. 

* Employment is defined as the number of payroll and setf-employed jt^s, including part-time jobs. 
** Labor income is defined as wages and salaries and benefits as w^l as proprietors' income. 


The oil and natural gas industry directly and indirectly supported 4 percent or more of the 
total employment in 15 states in 2007 (see Table E-2b): Wyoming (18.8 percent) 
Oklahoma (16.3 percent), Louisiana (13.4 percent), Texas (13.1 percent), Alaska (9.8 
percent), New Mexico (8.1 percent). West Virginia (6.7 percent), Kansas (6.5 percent), 
Colorado (6.0 percent), North Dakota (5.7 percent), Mississippi (5.5 percent), Montana 
(5.3 percent), Utah (4.7 percent), Arkansas (4.4 percent) and Nebraska (4.0 percent). 


Table E-2b. Total Operational Impact of the Oil and Natural Gas Industry, 2007 
Top 15 States, Ranked by Employment Share of State Total 



Employment* 

Labor Income** 

Value Added 

State 

Amount 


($ Million) 

Percent of 
State Total 

($ Million) 

Percent of 
State Total 

Wyoming 

71,063 



24,3% 

8,432 

29.4% 

Oklahoma 

348,627 

16.3% 


24.7% 

47,839 

31.3% 

Louisiana 

330,053 

13.4% 

18,449 

16.6% 

35,986 

20,6% 

Texas 

1,772,335 

13.1% 

140,941 

19.5% 

293,760 

24.2% 

Alaska 

43,454 

9.8% 

3,143 

13.5% 

6,064 

16.6% 

New Mexico 

88,814 

8 1% 

4,307 

9.5% 

8,292 

12,2% 

West Virginia 

60,891 

6.7% 


7.4% 

5,412 

9,4% 

Kansas 

119,051 

6.5% 


8.8% 

14,029 

11.4% 

Colorado 

190,408 

6.0% 


7.7% 

24.099 

9.3% 

North Dakota 

27,914 

5.7% 

1,346 

7.6% 

2,773 

9.6% 

Mississippi 

83,820 

5.5% 

3,609 

6.5% 

7,244 

8,4% 

Montana 

34,210 

5.3% 

1,584 

7.0% 

3,324 

8,9% 

Utah 

76,188 

4.7% 

3.960 

6.9% 

7,822 

7,6% 

Arkansas 

69,640 

4,4% 

2.884 

4.9% 

5,589 

6.0% 

Nebraska 

49,784 

4.0% 

2,743 

5.6% 

5,112 

6.7% 


Source: PricewaterhouseCoopers calculations using IMPLAN modeling system (2007 database). 
Numbers may not add to total due to rounding. 

* Employment is defined as the number of payroll and self-employed jc4)s, including part-time jobs. 
** Labor income is defined as wages and salaries and benefits as weH as proprietors' incrme. 
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Table 6. The Direct, Indirect, and Induced Impacts of the Oil and 
Natural Gas Industry to the U.S Economy, 2007 


Sector Description 

Employment* 

Labor Income** 
{$ million) 

Value Added 
($ million) 

Direct Impact of the Oil and Natural Gas Industry 

2,123,291 

199,344 

456,971 

Indirect and Induced Impact on Other Industries”*: 

7,114,090 

358,916 

580,089 

Operational Impact 

5,695, 146 

277.905 

458,399 

Agriculture 

104,549 

1,850 

4,412 

Mining 

9,268 

873 

1,755 

Utilities 

22,523 

3,695 

12,637 

Construction 

207,528 

10,507 

12,964 

Manufacturing 

397,299 

27,821 

42,778 

Wholesale and retail U'ade 

892,854 

35,359 

57,983 

Transportation and warehousing 

206,629 

10,341 

14,012 

Information 

124,081 

10,896 

21,481 

Finance, insurance, real estate, rental and leasing 

708,422 

40,399 

124,795 

Services 

2,834,634 

123,227 

151,073 

Other 

187,359 

12,937 

14,510 

Capital Investment Impact 

1,418,944 

81,012 

121,690 

Agriculture 

17,993 

343 

785 

Mining 

1,630 

164 

313 

utilities 

3.749 

614 

2,015 

Construction 

13,395 

678 

758 

Manufacturing 

283,535 

22,115 

30.544 

Wholesale and retail trade 

281,908 

14,352 

22,932 

Transportation and warehousing 

69.863 

3,551 

4,734 

Information 

41,778 

4,310 

7.843 

Finance, insurance, real estate, rental and leasing 

120,482 

7,088 

19,507 

Services 

564,840 

26,235 

30,647 

Other 

19,771 

1,562 

1,612 

Total Economic Impact 

9,237,381 

558,260 

1,037,060 


Source: PncewaierhouseCoopers calculations using IMPLAM modeling system {2007 database). 

• Employment is defined as the number of payroll and self-employed jcAs, including part-time jobs. 

*• Labor income is defined as wages and salaries and benefits as weB as proprietors' income 

••• Indirect and induced impacts on other industries exclude NAiCS codes grouped under the oil and natural gas industry, 


The remainder of this section provides more detail on the operational economic impacts 
of the oil and natural gas industry at the state level. Due to data limitations, these state- 
level impacts exclude economic impacts from capital investment in the oil and natural 
gas industry. 

Table 7a shows the sum of the oil and natural gas industry's indirect and induced effects 
from its operations (i.e., not including its capital investment impact) in terms of 
employment, value added, and labor income in the 50 states and the District of 
Columbia, where the states are shown alphabetically. Table 7b is the same as Table 7a 
except that the states are ranked in order of the indirect and induced employment effect. 
In 2007, the five states with the largest combined indirect and induced employment 
effects generated by the oil and natural gas industry were, in order; Texas, California, 
Oklahoma, New York, and Louisiana. These top five states accounted for 46.2 percent 
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of the oil and natural gas industry's national combined indirect and induced employment, 
47.4 percent of the oil and natural gas industry's national combined indirect and induced 
labor income, and 47.8 percent of the oil and natural gas industry's national combined 
indirect and induced value added in 2007. 

Table 8a shows the direct, indirect, induced and total employment contribution of the oil 
and natural gas industry from its operations in the 50 states and the District of Columbia, 
where the states are shown alphabetically. Table 8b is the same as Table 8a except 
that the states are ranked in order of the industry's total employment contribution from its 
operations as a percent of each state's total employment. Using this metric, the top five 
states in 2007 were, in order: Wyoming (18.8 percent), Oklahoma (16.3 percent), 
Louisiana (13.4 percent), Texas (13.1 percent), and Alaska (9.8 percent). 

Table 9a shows the direct, indirect, induced and total labor income contribution of the oil 
and natural gas industry from its operations in the 50 states and the District of Columbia, 
where the states are shown alphabetically. Table 9b is the same as Table 9a except 
the states are ranked in order of the industry's total contribution from its operations as a 
percent of each state's total labor income. The top five states by this metric in 2007 
were, in order: Oklahoma (24.7 percent), Wyoming (24.3 percent), Texas (19,5 percent), 
Louisiana (16.6 percent), and Alaska (13.5 percent). 

Table 10a shows the direct, indirect, induced and total value-added contribution of the 
oil and natural gas industry from its operations in the 50 states and the District of 
Columbia, where the states are shown alphabetically. Table 10b is the same as Table 
10a except that the states are ranked in order of the industry's total contribution from its 
operations to each state's GDP. The top five states by this metric in 2007 were, in order: 
Oklahoma (31.3 percent), Wyoming (29.4 percent), Texas (24.2 percent), Louisiana 
(20.6 percent), and Alaska (16.6 percent). 

More detailed state-by-state operational impact results are included in Appendix A. 

The primary data source for the direct impact of the oil and natural gas industry is the 
IMPLAN 2007 database. The IMPLAN database represents a consistent set of 
economic data processed from various published sources (such as the Bureau of 
Economic Analysis's National Income and Product Accounts (NIPA) and Regional 
Economic Information System (REIS), the Census Bureau's County Business Patterns 
(CBP), and the Bureau of Labor Statistics' Covered Employee and Wages Program 
(CEW) in a variety of formats and under varying disclosure restrictions. 

In cases where a NAICS code in our definition of the oil and natural gas industry does 
not have a one-to-one correspondence with an IMPLAN sector, employment data from 
the Department of Labor and Census Bureau for the NAICS code were used and 
PricewaterhouseCoopers estimated the corresponding value added and labor income 
using the IMPLAN database. Appendix B provides a more detailed discussion of the 
data sources and estimating methodology. 
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Table 7a. Indirect and Induced Impacts of the Oil and Natural Gas Industry's 
Operations by State (Sorted AlphabeticallVt, 2007 


State 

Employment* 

Labor Income** 

Value Added | 

Amount 

Percent of 
U.S. Total 

($ Million) 

Percent of 
U.S. Total 

($ Million) 

Percent of 
U.S. Total 

Alabama 

61,815 

1.1% 

2,584 

0.9% 

4,324 


Alaska 

26,600 

0.5% 

1,190 

0.4% 

2,090 


Arizona 

71,528 

1.3% 

3,393 

1.2% 

5,686 


Arkansas 

43.106 

0.8% 

1,636 

0.6% 

2.739 

0.6% 

California 

592,885 

10.4% 

34.164 

12.3% 

55.433 

12.1% 

Colorado 

141,042 

2.5% 

7,080 

2.5% 

11,735 

2.6% 

Connecticut 

47,359 

0.8% 

3,316 

1.2% 

5.186 

1.1% 

Delaware 

10,889 

0.2% 

619 

0.2% 

970 

0.2% 

District of Columbia 

11,102 

0.2% 

1.006 

0.4% 

1,417 

0.3% 

Florida 

205,363 

3.6% 

9,150 

3.3% 

15,311 

3.3% 

Georgia 

104,609 

1.8% 

5,210 

1.9% 

8,735 

1 .9% 

Hawaii 

14.521 

0.3% 

638 

0.2% 

1,056 

0.2% 

Idaho 

16,235 

0.3% 

612 

0.2% 

1,027 

0.2% 

Illinois 

204,420 

3.6% 

11,146 

4.0% 

17,957 

3.9% 

Indiana 

89,458 

1.6% 

3,838 

1.4% 

6,341 

1.4% 

Iowa 

40,496 

0.7% 

1,591 

0.6% 

2,696 

0,6% 

Kansas 

80,260 

1.4% 

3,115 

1.1% 

5,291 

1.2% 

Kentucky 

55,294 

1.0% 

2,248 

0.8% 

3,721 

0,8% 

Louisiana 

221,050 

3.9% 

9,047 

3.3% 

15,015 

3.3% 

Maine 

17.185 

0.3% 

668 

0.2% 

1,102 

0.2% 

Maryland 

60,602 

1.1% 

3,190 

1.1% 

5,178 

1.1% 

Massachusetts 

87,016 

1.5% 

5,552 

2.0% 

8,443 

1.8% 

Michigan 

133,549 

2.3% 

6,394 

2,3% 

10,342 

2.3% 

Minnesota 

80,278 

1.4% 

4,019 

1.4% 

6,449 

1.4% 

Mississippi 

51,328 

0.9% 

1,838 

0.7% 

3,m 

0.7% 

Missouri 

84,389 

1.5% 

3,754 

1.4% 

6,096 

1.3% 

Montana 

21,357 

0,4% 

730 

0.3% 

1,296 

0.3% 

Nebraska 

35,319 

0.6% 

1,379 

0,5% 

2,238 

0.5% 

Nevada 

30,091 

0.5% 

1,494 

0,5% 

2,612 

0.6% 

New Hampshire 

17,347 

0.3% 

847 

0,3% 

1,360 

0.3% 

New Jersey 

110.908 

1 .9% 

7,083 

2.5% 

11,420 

2.5% 

New Mexico 

55,698 

1.0% 

2,124 

0.8% 

3,481 

0.8% 

New York 

225,118 

4.0% 

16,665 

6.0% 

25,803 

5.6% 

North Carolina 

101,739 

1.8% 

4,546 

1,6% 

7,697 

1.7% 

North Dakota 

16,126 

0.3% 

569 

0.2% 

964 

0.2% 

Ohio 

164,025 

2.9% 

7,326 

2.6% 

11,759 

2.6% 

Oklahoma 

250,321 

4.4% 

8,742 

3.1% 

14,946 

3.3% 

Oregon 

44,415 

0.8% 

1,955 

0.7% 

3,180 

0.7% 

Pennsylvania 

197,457 

3.5% 

10,075 

3.6% 

16,111 

3.5% 

Rhode Island 

11,895 

0.2% 

581 

0.2% 

923 

0.2% 

South Carolina 

44.930 

0.8% 

1.828 

0.7% 

3.046 

0.7% 

South Dakota 

11,719 

0.2% 

422 

0.2% 

744 

0.2% 

Tennessee 

79,007 

1.4% 

3,676 

1.3% 

6,007 

1.3% 

Texas 

1,340,188 

23.6% 

63,017 

22,7% 

108,000 

23.6% 

Utah 

54,785 

1.0% 

2,218 

0.8% 

3,655 

0.8% 

Vermont 

8,151 

0.1% 

314 

0.1% 

516 

0.1% 

Virginia 

95,571 

1.7% 

5.098 

1.8% 

8,212 

1.8% 

Washington 

81,254 

1.4% 

4,303 

1.5% 

7,032 

1.5% 

West Virginia 

34,471 

0.6% 

1,302 

0.5% 

2,224 

0.5% 

Wisconsin 

71,843 

1.3% 

3.122 

1.1% 

5,050 

1.1% 

Wyoming 

39,034 

0.7% 

1,470 

0.5% 

2.670 

0.6% 

U.S, Total 

5,695,146 

100.0% 

277,905 

100.0% 

458,399 

100.0% 


Source: PricewaterhouseCoopers calculations using IMPLAN mod^mg syslwTJ (2007 database). 
Numbers may not add to total due to rounding, 

* Employment is defined as the number of payroll and seK-«tiptoyed jobs, including part-time jobs. 
** Labor income is defined as wages and salaries and benefits as we# as pt^rietors’ income. 
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Table 7b. Indirect and Induced Impacts of the Oil and Natural Gas Industry's 


Operations by State {Sorted by Employment Impact), 2007 


State 

Employment* 

Labor Income" 

Value Added j 

Amount 

Percent of 

U S. Total 

(S Million) 

Percent of 
U.S. Total 

($ Million) 

Percent of 
U.S, Total 

Texas 

1,340,188 

23.5% 

63,017 

22,7% 

108,000 

23.6% 

California 

592,885 

10.4% 

34,164 

12.3% 

55,433 

12.1% 

Oklahoma 

250,321 

4.4% 

8,742 

3.1% 

14,946 

3.3% 

New York 

225,118 

4,0% 

16,685 

6.0% 

25,803 

5.6% 

Louisiana 

221,050 

3.9% 

9.047 

3.3% 

15,015 

3.3% 

Florida 

205,363 

3.6% 

9.150 

3.3% 

15,311 

3.3% 

Illinois 

204,420 

3.6% 

11.146 

4.0% 

17,957 

3.9% 

Pennsylvania 

197,457 

3.5% 

10,075 

3.6% 

16,111 

3.5% 

Ohio 

164,025 

2.9% 

7,326 

2.6% 

11,759 

2.6% 

Colorado 

141,042 

2.5% 

7,080 

2.5% 

11,735 

2.6% 

Michigan 

133,549 

2.3% 

6,394 

2.3% 

10,342 

2.3% 

New Jersey 

110,908 

1.9% 

7,083 

2.5% 

11,420 

2.5% 

Georgia 

104,609 

1.8% 

5.210 

1.9% 

8,735 

1 .9% 

North Carolina 

101,739 

1.8% 

4.546 

1.6% 

7,697 

1.7% 

Virginia 

95,571 

1.7% 

5,098 

1.8% 

8,212 

1,8% 

Indiana 

89,458 

1.6% 

3.838 

1.4% 

6,341 

1.4% 

Massachusetts 

87,016 

1.5% 

5,552 

2.0% 

8,443 

1.8% 

Missouri 

84,389 

1.5% 

3,754 

1.4% 

6,096 

1.3% 

Washington 

81,254 

1.4% 

4,303 

1.5% 

7,032 

1.5% 

Minnesota 

80,278 

1.4% 

4,019 

1.4% 

6,449 

1.4% 

Kansas 

80,260 

1.4% 

3,115 

1.1% 

5,291 

1.2% 

Tennessee 

79,007 

1.4% 

3,676 

1.3% 

6,007 

1.3% 

Wisconsin 

71,843 

1.3% 

3,122 

1.1% 

5,050 

1.1% 

Arizona 

71,528 

1.3% 

3,393 

1.2% 

5,686 

1,2% 

Alabama 

61,815 

1.1% 

2,584 

0.9% 

4,324 

0.9% 

Maryland 

60,602 

1.1% 

3,190 

1,1% 

5,178 

1.1% 

New Mexico 

55,698 

1.0% 

2,124 

0,8% 

3,481 

0.8% 

Kentucky 

55,294 

1.0% 

2.248 

0,8% 

3,721 

0.8% 

Utah 

54,785 

1.0% 

2,218 

0,8% 

3,655 

0.8% 

Mississippi 

51,328 

0.9% 

1,838 

0,7% 

3,111 

0.7% 

Connecticut 

47,359 

0.8% 

3,316 

1.2% 

5,186 

1.1% 

South Carolina 

44,930 

0.8% 

1,828 

0.7% 

3,046 

0.7% 

Oregon 

44,415 

0.8% 

1,955 

0.7% 

3,180 

0.7% 

Arkansas 

43,106 

0.8% 

1,636 

0.6% 

2,739 

0.6% 

Iowa 

40,496 

0.7% 

1,591 

0.6% 

2,696 

0.6% 

Wyoming 

39,034 

0.7% 

1,470 

0.5% 


0.6% 

Nebraska 

35,319 

0.6% 

1,379 

0.5% 

2,238 

0.5% 

West Virginia 

34,471 

0.6% 

1,302 

0.5% 

2,224 

0.5% 

Nevada 

30,091 

0.5% 

1,494 

0,5% 

2,612 

0.6% 

Alaska 

26,600 

0.5% 

1,190 

0.4% 

2,090 

0.5% 

Montana 

21,357 

0.4% 

730 

0.3% 

1,296 

0.3% 

New Hampshire 

17,347 

0.3% 

847 

0.3% 

1,360 

0.3% 

Maine 

17,185 

0.3% 

668 

0.2% 

1,102 

0.2% 

Idaho 

16,235 

0.3% 

612 

0.2% 

1,027 

0.2% 

North Dakota 

16,126 

0.3% 

569 

0.2% 

964 

0.2% 

Hawaii 

14,521 

0.3% 

636 

0.2% 

1,056 

0.2% 

Rhode Island 

11,895 

0.2% 

581 

0.2% 

923 

0.2% 

South Dakota 

11,719 

0.2% 

422 

0.2% 

744 

0.2% 

District of Columbia 

11,102 

0.2% 

1,006 

0.4% 

1,417 

0,3% 

Delaware 

10,889 

0.2% 

619 

0.2% 

970 

0.2% 

Vermont 

8,151 

0.1% 

314 

0.1% 

516 

0.1% 

U.S. Total 

5,695,146 

100.0% 

277,905 

100.0% 

458,399 



Source: PricewatertiouseCoopers calculations using IMPLAN modeling sy^em (2007 database). 
Numbers may not add to total due to rounding. 

* Employment is defined as the number of payroll and self-«nployed jobs, including part-time jobs. 
** Labor inccwne is defined as wages and salaries and benefits as well as proprietors' income. 
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Table 8a. Employment Impact of the Oil and Natural Gas Industry's Operations 
by State (Sorted AlphabeticaU)d, 2007 


State 

Direct 

Employment 

Indirect 

Employment 

Induced 

Employment 

Total 

Contribution 

Total Contribution as a % 
of State Total Employment 

Alabama 


17,834 

43,981 

94,732 

3.7% 

Alaska 



16,590 

43.454 

9.8% 

Arizona 

MSI 

19,158 

52,370 

96,685 

2,9% 

Arkansas 

26.533 

14,493 

28,613 

69,640 

4.4% 

California 

159.728 

163.781 

429,105 

752.614 

3.7% 

Colorado 

49,366 

46,439 

94,603 

190,408 

6.0% 

Connecticut 

15,327 

11.841 

35.518 

62,686 

2.9% 

Delaware 

4,548 

3.096 

7,793 

15,437 

2.9% 

District of Columbia 

1,713 

2,614 

8,488 

12,815 

1.5% 

Florida 

61,914 

52,765 

152,598 

267.277 

2.6% 

Georgia 

41,197 

25,632 

78,977 

145,808 

2.7% 

Hawaii 

4,019 

3,406 

11,114 

18,539 

2,1% 

Idaho 

7,765 

4,192 

12,043 

24,000 

2.6% 

Illinois 

55,581 

51.421 

152,999 

260,001 

3.5% 

Indiana 

37,898 

26.315 

63,142 

127.355 

3.5% 

Iowa 

22,758 

10.834 

29,662 

63,254 

3.1% 

Kansas 

38,790 

21,713 

58,548 

119,051 

6,5% 

Kentucky 

32,196 

16,503 

38,791 

87,490 

3.6% 

Louisiana 

109,003 

84,767 

136,283 

330,053 

13.4% 

Maine 

12,712 

4,170 

13,015 

29,897 

3.6% 

Maryland 

17,622 

14,057 

46.545 

78,224 

2.3% 

Massachusetts 

25,070 

20,819 

66,197 

112,086 

2.7% 

Michigan 

45,946 

35,768 

97.781 

179,495 

3.3% 

Minnesota 

33,430 

22,734 

57,544 

113,708 

3.2% 

Mississippi 

32,492 

17,480 

33,847 

83,820 

5,5% 

Missouri 

38,430 

24,602 

59,787 

122,820 

3.4% 

Montana 

12,852 

7,974 

13,383 

34.210 

5.3% 

Nebraska 

14,465 

8,606 

26,712 

49.784 

4.0% 

Nevada 

13,049 

8,254 

21,837 

43,140 

2.7% 

New Hampshire 

8,909 

4,489 

12,858 

26,256 

3.1% 

New Jersey 

32,434 

29,900 

81,008 

143,342 

2,8% 

New Mexico 

33,116 

20,961 

34.737 

88,814 

8,1% 

New York 

56,149 

49,962 

175,155 

281,267 

2.6% 

North Carolina 

44,040 

25.416 

76,323 

145,779 

2.7% 

North Dakota 

11,788 

6,599 

9,527 

27,914 

5.7% 

Ohio 

85,413 

45,629 

118,397 

229,438 

3.4% 

Oklahoma 

98,306 

82.368 

167,953 

348,627 

16.3% 

Oregon 

15,707 

11,536 

32,879 

60,122 

2,6% 

Pennsylvania 

73,792 

55,084 

142,374 

271,250 

3,8% 

Rhode Island 

4,265 

2,714 

9,181 

16,160 

2.7% 

South Carolina 

23,372 

11,368 

33,562 

68,303 

2.8% 

South Dakota 

8,223 

3,224 

8.495 

19,942 

3,6% 

Tennessee 

35,187 

22,045 

56.962 

114,194 

3,1% 

Texas 

432,147 

421,747 

918,441 

1,772,335 

13.1% 

Utah 

21,404 

17.713 

37,072 

76,188 

4.7% 

Vermont 

6,008 

2,120 

6.031 

14,159 

3,3% 

Virginia 

47,908 

25.182 

70.388 

143,479 

3,0% 

Washington 

25,362 

21,724 

59,531 

106,616 

2.7% 

West Virginia 

26,420 

14,085 

20,386 

60,891 

6.7% 

Wisconsin 

31,978 

19,065 

52.778 

103,821 

2.9% 

Wyoming 

32,029 

16,929 

22,105 

71,063 

18.8% 

U.S. Total 

2,123,291 

1,661,138 

4.034.00? 

7,818,437 

4.4% 


Source; PricewaterhouseCoopers calculations using IMPLAN modeling system (2007 database). 
Numbers may not add to total due to rounding. 

Employment is defined as tbe number of payroll and seif-emptoyedjrtjs, ira^uding part-time jobs. 
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Table 8b. Employment Impact of the Oil and Natural Gas Industry's Operations 
by State {Sorted by Employment Share of State Total), 2007 


State 

Direct 

Employment 

Indirect 

Employment 

Induced 

Employment 

Total 

Contribution 

Total Contribution as a % 
of State Total Employment 

Wyoming 

32,029 

16,929 

22,105 

71,063 

18.8% 

Oklahoma 

98,306 

82,368 

167,953 

348,627 

16.3% 

Louisiana 

109,003 

84,767 

136,283 

330,053 

13,4% 

Texas 

432,147 

421,747 

918,441 

1,772,335 

13.1% 

Alaska 

16,854 

10.010 

16,590 

43,454 

9.8% 

New Mexico 

33,116 

20.961 

34,737 

88,814 

8.1% 

West Virginia 

26,420 

14,085 

20,386 

60,891 

6,7% 

Kansas 

38,790 

21,713 

58.548 

119,051 

6.5% 

Colorado 

49,366 

46,439 

94,603 

190,408 

6.0% 

North Dakota 

11.788 

6,599 

9,527 

27,914 

5,7% 

Mississippi 

32,492 

17,480 

33,847 

83,820 

5.5% 

Montana 

12,852 

7,974 

13,383 

34,210 

5.3% 

Utah 

21.404 

17.713 

37,072 

76,188 

4.7% 

Arkansas 

26,533 

14,493 

28,613 

69,640 

4.4% 

Nebraska 

14,465 

8,606 

26,712 

49,784 

4,0% 

Pennsylvania 

73,792 

55,084 

142,374 

271,250 

3,8% 

Alabama 

32,917 

17,834 

43,981 

94,732 

3.7% 

California 

159,728 

163,781 

429.105 

752,614 

3.7% 

Kentucky 

32,196 

16,503 

38,791 

87,490 

3.6% 

South Dakota 

8,223 

3,224 

8.495 

19,942 

3.6% 

Maine 

12,712 

4,170 

13,015 

29,897 

3.6% 

Illinois 

55.581 

51,421 

152.999 

260,001 

3.5% 

Indiana 

37.898 

26,315 

63,142 

127,355 

3,5% 

Ohio 

65,413 

45,629 

118,397 

229,438 

3,4% 

Missouri 

38.430 

24,602 

59,787 

122,820 

3.4% 

Michigan 

45,946 

35,768 

97,781 

179,495 

3.3% 

Vermont 

6,008 

2,120 

6,031 

14.159 

3.3% 

Minnesota 

33,430 

22,734 

57,544 

113,708 

3.2% 

Iowa 

22,758 

10,834 

29,662 

63,254 

3.1% 

Tennessee 

35,187 

22,045 

56,962 

114,194 

3.1% 

New Hampshire 

8,909 

4.489 

12,858 

26,256 

3.1% 

Virginia 

47,908 

25,182 

70,388 

143,479 

3,0% 

Wisconsin 

31,978 

19,065 

52.778 

103,821 

2.9% 

Arizona 

25,157 

19,158 

52,370 

96,685 

2.9% 

Delaware 

4,548 

3.096 

7,793 

15,437 

2.9% 

Connecticut 

15.327 

11,841 

35,518 

62,686 

2.9% 

New Jersey 

32,434 

29,900 

81,008 

143,342 

2.8% 

South Carolina 

23,372 

11,368 

33,562 

68,303 

2,8% 

Washington 

25,362 

21.724 

59,531 

106,616 

2.7% 

North Carolina 

44.040 

25.416 

76.323 

145,779 

2.7% 

Georgia 

41,197 

25,632 

78,977 

145,806 

2.7% 

Nevada 

13,049 

8,254 

21,837 

43,140 

2.7% 

Massachusetts 

25,070 

20,819 

66,197 

112,086 

2.7% 

Rhode Island 

4,265 

2,714 

9,181 

16,160 

2.7% 

Oregon 

15.707 

11,536 

32,879 

60,122 

2,6% 

Idaho 

7,765 

4,192 

12.043 

24,000 

2,6% 

Ftortda 

61,914 

52,765 

152,598 

267,277 

2.6% 

New York 

56,149 

49,962 

175.155 

281,267 

2.6% 

Maryland 

17,622 

14.057 

46,545 

78,224 

2.3% 

Hawaii 

4,019 

3,406 

11,114 

18,539 

2.1% 

District of Columbia 

1,713 

2,614 

8,488 

12,815 

1.5% 

U.S. Total 

2,123,291 

1,661.138 

4.034.007 

7,818.437 

4,4% 


Source: PricewaterhouseCoopers calculations using iMPLAN mod^ing system (2007 database). 
Numbers may not add to total due to rounding. 

Employment is defined as the number of payroll and self-emf*>yedjofas. inciudng part-time jobs. 
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The Blowout and the Deepwater Moratorium 

...putting the spill in perspective 

The Third Report in a Series of EPRINC Assessments of the BP 
Macondo Oil Spill 

July 2 , 2010 

Energy Policy Research Foundation, Inc. 

Washington, DC 


Energy Policy Research Foundation, !nc. 1031 31s? Street, NW Washington, DC 20007 • 202.944.3339 ■ eprinc.or^ 




This !s the third EPRiNC assessment of the blowout/ This report addresses the environmental, 
economic, and revenue consequencestpthe federal government from the recently imposed ban on 
deepwater drilling in the U.S. Gulf of Mexico and all offshore drillmg in the federal waters of arctic 
Alaska. The assessment concludes that theTecently imposed measures to curtail domestic exploration 
in the deepwater will not substantially reduce the risk of an oil spill, but will impose severe and 
potentially long-term economic costs, job fosses, setbacks to ii-S. energy security, and lost fiscal 
revenue. 

EPRlNCs Key Findings 

• The environmental benefits of the moratorium are unclear. Offshore spills caused by blowouts 
are extremely rare. From 1979 to 2009, blowouts were responsible for the spillage of only l>S0b 
barrels in the OCS (Outer Continental ShelO- Reducing E&P (Exploration and Production} activity 
in the OCS, as the moratorium intends, will not necessarily reduce the risk of spillage. Because 
the 11. S. will have to offset lost production with imports, tanker traffic williikely Increase. 

Tanker accidents have historically released significantly more oil Into U.S. waters than offshore 
E&P activity, 

• The U.S. currently imports 9>10 million barrels of oil each day (MM bbl/d). A reduction in 
domestic production will need to be compensated by additional imports. The ElA (Energy 
Information Administration) and other agencies are already forecasting lost production due to 
the six month moratorium. 

• The moratorium on deepwater activity puts thousands of existing jobs at risk in the Gulf and will 
reduce the potential for future job growth in the offshore oil and gas industry, currently 
supporting an estimated 435,0(K) jobs. Exploration rigs are contemplating abandoning the Gulf 
as a result of the uncertainty created by the moratorium. This has long-term negative 
implications for Gulf employment as well as oil and gas production. 

• OCS oi! and gas production generates financial benefits for the federal government and the 
broader economy. The federal government collects billions of dollars per year in royalties, 
bonuses, rents, and income taxes from OCS production. 


’ EPRIWC hss issued two previous reports on fte btowout, erstitisd "Oil Spill in the Goff: W'ho's in C.harge?” and ‘A Proposed Agenda for the 
Presidential Commission," available at httoV/www.epnnc.ors/Dubjications 
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e Per the government's own estjmat$si,',t;heiinexptor€d^rtions of the OCS contain vast, 
untapped hydrocarbon resourcesViEP^INCs calculations show that these resources could 
generate hundreds of bHIiohsofdoilaiiin federal fevenues over the next few decades if access 
is not constrained by a moratofium. 
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i. Introduction 

On Aprii 20, 2010, the Deepwater Horizon experienced a fire and explosion while conducting drilling 
operations on the Macondo well in theGulf of Mexico.^ Control of the well was lost, backup safety 
measures such as the blowout preventer {BOP) failed, and a large surge of methane reached the 
operating facilities of the rig from the well bore, causing an explosion and large fire. After fire boats 
failed to put out the fire, the Deepwater Horizon sank. Eleven platform workers were killed and 17 
others were injured from the accident. Oil and gas began to spill into the Gulf of Mexico (GOM) from 
the well bore. 

A precise estimate of the spill volume remains difficult to calculate and is a matter of continuing 
controversy. Nevertheless, the spill has imposed severe costs on the tourism and fishing industries in 
Gulf Coast communities and has caused damage to wildlife and the wider coastal environment. Crews 
have been working to protect hundreds of miles of beaches, wetlands, and estuaries along the Gulf 
Coast, using skimmer ships, floating containment booms, anchored barriers, and sand-filled barricades 
along shorelines. The U.S. Government has named BP as the responsible party in the incident, and 
officials have said the company will be held accountable for all cleanup costs resulting from the oil spill. 
Several different attempts, each using a different engineering approach, have been made to stop the 
flow of oil from the well into the marine environment, including most recently a system of containment 
domes connected to ships on the surface. BP is also in the process of drilling two relief wells, either of 
which offers the best prospect for a permanent end to the spill. These relief wells are unlikely to be 
effective until August 2010. 

In response to the spill, the Obama administration has undertaken a full regulatory review of all federal 
offshore operations, made substantial changes to the regulatory structure of the former Mineral 
Management Service (MMS), created a new Bureau of Ocean Energy, imposed a six month ban on 
deepwater and offshore arctic drilling operations (I.e., drilling taking place in water depths greater than 
500 feet or offshore Alaska at any depth), and established the bipartisan National Commission on the 

“ Macondo is oil and gas producing prospect lo the Guif of Mexico located approximately 40 miles southeast of the Louisiana coast on 
Mississippi Canyon Block 252 in the Gulf of Mexico. At the time of the blowout, BP bad completed an expioratory well to a depth of 
approximately iS.OOTfeet beiowthe seabed- The Deepwater Horizon was operating in about 50(X) feet above the seabed. BP serves as the 
operator, holding a 65% interest in the prospect Anadarko holds 25%; and Mitsui hoidsthe remaining 10%. For a discussion of the prospect 
see SubsealG at http://www.subseaiq-com/data/ProJect.8spx?project_id=562 
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BP Deepwater Horizon Oi! Spill and Offiihorepritting.^ The Commission is tasked with providing 
recommendations on how the government can prevent and mitigate the impact of any future splils that 
result from offshore drilling. 

In addition to the decision by the Obama admimstration to proceed with the investigative Commission 
and to implement a six month ban on deepwater and offshore arctic drilling, various interest groups and 
members of Congress have called for a more rapid transition to alternative fuels, immediate 
implementation of climate control legislatioh> and severe constraints on the development of domestic 
offshore oi! and gas resources as effective stmtegies to reduce the risk of oil spills in the coastal regions 
of the United States. Several initiatives are also underway to increase the current liability cap ($75 
million) of damages resulting from a spil!.^ 


’ A recent decision by the Louisiana Federal Ofstricl Court overturned Ae ban, but the Admlnistratiot} has announced its plans to appeal the 
decision. Platts OiigrafTs News. June 23, 2010. 

‘The Oil Pollutiof! Actof 1990 outlmesthe regulatory authority for identtfyif^ responsible parties and the govornmeiiCs role in respondingto 
an oil spill SeeEPRlNC briefing memorandum &ISPHI in ihcGuif-WhQ is in ^arge?ThsrepQ(% is available at http://wwv.',eprinc,org/pdf/QPA- 
Sriefing.pdf 
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II. Oil Spills 


The History of Offehore PrilUng In the Gulf of Mexico 

In 2001 U.S. deepwater oi! production surpassed shallow water production.^ The federal waters of the 
Gulf of Mexico's Outer Continental Shelf (OCS) currently have over 7,000 active oil and gas leases with 
over 4,000 Exploration and Production (E&P) platforms in operation. These facilities produce roughly 
1.7 million barrels per day (MM bbl/d), accounting forever 90 percent of all offshore U.S. oil production 
(federal and state waters combined) and one third of all U.S. crude oil production. Eighty percent of U.S. 
offshore oil production comes from wells operating at water depths of 1000 feet or more.'’ 
Approximately 2.5 trillion cubic feet (tef) of natural gas are produced annually in the Gulfs OCS, 
accounting for 10% of U.S. natural gas production. An additional 125 MM bbis (barrels) per year of 
natural gas liquids are produced in the Gulfs OCS. 


Since 1947 over 50,000 wells have been drilled in the Gulfs federal waters. Over 4,000 of these wells 
have been drilled In water depths of greater than 1,000 feet. Approximately 700 wells have been drilled 
in water depths of 5,000 feet or greater.’^ 


Spills from E&P activities are rare in the Gulf of Mexico and in all American waters. The Macondo spill is 
the first offshore domestic E&P spill to release more than 100,000 bbIs. The scale of the Macondo spill 
is unprecedented in the history of the Gulfs 50,000 wells ~ blowout induced spills in particular have 
been exceedingly rare in the Gulf. Reports from the Department of Interior (DOi) show that from 1979 
to 2009, "a total of approximately 1,800 barrels was spilled on the Federal OCS as a result of blowout 
events."® From 1980 to 2009 there were 125 spills in the OCS over 50 bbis. The spHts averaged 216 bbis 
each, totaling 27,000 bbis over a 30 year time period. Table 1 below provides a summary of spills in the 
OCS since 1960. 


^ MMS definsis deepwater as 1000 feet and shattow water as 5(K> feet 

'■ Department of Interior, "incjeased Safety Measures for Energy Deveiopment on the Outer Continentai Shelf," May 27, 2010, 
http://www,doi.gov/despw3terhorizon/I03der.cfm?csModule=securitv/getfi5e&Page(D=33598 

■' Ibid 
‘’ibid 
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Table 1. OCS Production and Spills 
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Source: Oepartniejit of interior Data 

As Table 1 above illustrates, OCS oU spills have diminished since the 1960s and 1970s even as production 
has continued to grow. 

Following the Exxon Valdez spill in 1989, tanker spillage in U.S. waters declined significantly even as 
volumes of crude oil imported into the U.S. via tankers increased -- in part due to legislation requiring 
double hulls. 

A Brief History of the World's Worst Oil Spills 

Oil spills have been prevalent throughout the history of the petroleum era; however, spills caused by 
loss of we!! control are extremely rare, particularly In U.S. waters. The most common large 
anthropogenic spills usually come in the form of tanker accidents. Historically, tankers have been 
responsible for four times the amount of oil in U.S. waters than E&P activity. Figure 1 below shows the 
world's 10 largest oil spills in the modem petroleum era. (Also see EPRINC's map on page 12 of the 10 
largest spills.) Tanker accidents represent the most frequent source of oil spills in Figure 1 and are 
comparable in total volume. 
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Gf the splijs listed In Figure 1, only two were caused by a blowout (excluding Macondo) and seven were 
caused by tanker accidents. The Gulf War spilt was caused by Iraqi forces sabotaging Kuwaiti oil fields as 
they retreated from Kuwait during the Persian Gulf War. An estimated 5.7 -- 8.7 MM bbis were leaked 
into the Persian Gulf. The jxtoc I spill was caused by a blowout in the shallow waters of the Bay of 
Campeche, adjacent to the Gulf of Mexico, Petroieos Mexicanos (PEMEX) was drilling the two mile deep 
Ixtoc I well when a loss of drilling mud circulation caused a blowout and ignited the rig, causing It to sink 
on top of the weil-head. Attempts to activate the blowout preventer (BOP) failed. Ten months, later the 
well was plugged with a relief well. The Ixtoc I well was estimated to have spilled 10, 000-30,0CX) barrels 
per day over the course often months and fouled approximately 200 miles of Texas beaches.^” Pemex 
paid no liability claims for environmental damage. The Fefgana Valley spill is the only other spill iri 
Figure 1 not related to a tankering accident. The spill was caused by a blowout and an estimated 2 
million barrels were leaked before the well ceased flowing on its own. 


’since X950, Some sources consider the fourth spill to be a 2 MM bbl spill in 1934 from a leaking pipeline into the Koiva River in Russia 

itearthe Barents Sea. 

NOAA, Oil Spin Case Histories, 1^2 
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Figures 2 and 3 below show the ten largest tanker spills In and near U.S. waters and the largest marine 
spills in U.S. waters caused by blowouts. Prior to the Macondo spill, the ten largest U.S. marine 
blowouts combined were smaller than any one of the ten largest tanker spills in U.S. waters. 


Figure 2. Largest Tanker SpiUs in and near US. Waters 
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figure 3. Largest US. Marine Oil Wefi Blowouts 
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Other Environmental Considerations 

Petroleum enters the marine environment through a range of sources. The National Academy of 
Sciences released a study in 2003 examining the primary sources of petroleum in American waters. 
"Drilling and Extraction" is the smallest source, accounting for less than 1% of ail petroleum in American 
waters. The movement of petroleum by tanker accounts for approximately 4% of total petroleum in 
American waters. Natural seeps account for nearly two-thirds (63%) of oil in America waters. "Cars, 
boats and other sources" represent nearly a third of petroleum in American waters. 

Figure 4.Petroleum in American Waters 
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extraction 


Petroleum 

Trensportation. 

(tankering) 
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Tanker accidents have historically released significantly more oil into U.S. waters than offshore E&P 
activity. Thus, a reduction in drilling activity will shift the risk of spillage from local production to 
tankering because the U.S. will likely have to import additional volumes of oil to offset lost domestic 


Oil in rhe Sea lit; Inputs, Fates, and Effects. 2003. The National Academies Press 
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offshore production. It will also shift environmental and ^fety risks to other parts of the world where 
environmental and social standards for oil production might not be as stringent as they are in the U.S. 
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Hi. Economic Costs 

Since the Macondo blowout and spill, over 35,(X)0 Gulf Coast business owners and workers have filed 
claims for lost income.^' Al! of the major industries in the Gulf: fishing, shipping, tourism, and oil and 
gas, have been severely impacted by this incident. 

Thousands of square miles of the Gulf Coast are dosed to fishing, a $2.8 biilion dollar industry in 
Louisiana alone.^^ Many fishermen have already been put out of business in the past months and are 
likely to feel the negative effects of this spill long after the well is sealed. And while fishing is a relatively 
smaii contributor to the Gulf economy compared to tourism and oil, it plays an important role in terms 
of job creation as welt as driving tourism. Tourism, the second largest industry in the Gulf, has already 
begun to feel the impacts of the spill, although many beaches actually remain clean and open. Fiorida 
has reported cancellations up to three months in advance and Mississippi has seen cancelation rates as 
high as 50 percent. 


Robbie Brown and Michael Cooper. ”8P Pays Out Claims, but Satisfaction is Not fnciuded.” June 6, 2010. 
isttp;//www.r!ytin'!e5-com/2010/06/07/us/07ci3ims.html 

’ * The Louisiana seafood industry generates $1.8 biiiion in retaH sates annually. Recreational fishing generates approKimateiy $1 billion. See 
BusinessWeek: http;//www-busir,es.sweek-com/news/2010-04-29/oii-spitl-impefiis-gutf-coast-f!Shirig-indast!Y-updatei-.htmi, in coinparison, oi! 
sales from Gulf DCS production would generate about $40 billion annually at$70/bbi. 

The Gulf coast provides 0.3% of U.S. seafood. The U.S. imfrorts 83% of its seafood and 90% of its shrimp. See Wall Street Journal, "impact on 
Seafood Prices is Limited," June 21, 2010. htto;//Qnline.wsj.com/artide/5B1000142«3527487Q343S^457S314563269981S70,html 
Steve Hargreaves, "Oi! Spii! Damages Spread Through Gulf Economies", June 1, 2010, 
http://moncy-cnn,ccim/2010/05/30/news/econofT!Y/gu!f_economy^ndes.htm 
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Figure 6 below shows the productive value of the top four U.S, Gulf Coast industries/*^ 


Figure 6. Productive Value of tfie Largest U.S. Gulf Coast industries 



Oil and Gas Tourism Fisheries Port/Shipping 


Soi,ii'c«(: Giiif of Mfixirjo Origin, Waters, and Biota Volume 2, Ocean and Coastal Economy 


The Gulf Coast petroleum industry, the region's largest industry, has suffered a severe setback from the 
Macondo blowout and subsequent moratorium on offshore drilling at depths beyond 500 feet, There 
are 4,000 active oil and gas platforms in the Gulf of Mexico. Existing Gulf production is dependent on 
new drilling to help stem decline rates - notoriously steep in the Gulfs deepwater oil wells, Figure 7 
below, provided by the National Oceanic and Atmospheric Administration (NOAA), shows the active Gulf 
OCS production platforms as of June 2008. 


James C. Cato- Gulf of Mexico Origin. Waters, and Biola Volume 2. 0<aan atwj Coastal Economy . Texas ASM University Press. 2009. Values in 
Figure 7 can vary widely depending on commodity prices (e.g., F^ure? assumes and oil price of S2S-50/bb]) and therefore should be 
considered a conservative estimate of the relative rralues of the included industries. 
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Figure 7. Active GulfOCS Oil and Gas Platforms 



According to a recent estimate from the MMS, "offshore operations" In America provide 150,000 direct 
jobs.^’^ The same operations support an additional 285,000 indirect jobs, bringing total offshore 
employment (direct and Indirect) to roughly 435,000 jobs.^® Considering the Gulf Coast contributes over 
90 percent of U.S. offshore oil production (both state and federal), 80 percent of which comes from 
weiis in depths over 1,000 feet, a reduction in offshore drilling activity nationwide will predominantly 
Impact Gulf Coast employment.^® More specifically, the majority of oil and gas in the Gulf of Mexico is 
produced in the Central Planning Area, the coastal regions off of Louisiana, Mississippi, and Alabama.^" 
Recent estimates of potential job losses suggest that 10,000 deepwater rig jobs are at risk in addition to 
25,000 Indirect Jobs in supporting industries such as food service, transportation, drilling equipment, 
cleaning, construction, and port staff.^^ 


’’Department of the Interior, "Increased Safety Measures for Development on the Outer Continental Shelf." May 27, 2010 

Based on MMS direct ernpioyment data and indirect employment muitiplisr for the petroieum and natural gas sector of the U.S. economy 
from the Economic Policy Institute. "Updated Employment Multipliers for the U.S, Ecoriomy." Josh Bivens, August 2003 
’"’Department of the interior. "Increased Safety Measures for Eiwrgy Development on the Outer Continental Shelf." May 27, 2010 
^.lamesC.Cato. Guff of Mexico Origin, Waters, and Biota Volume 2, Ofsan and Coastal Economy. Texas A&M University Press. 2003. 

Steve Hargreaves. "Orilfirtg Ban; The Jobs at Stake.” June 24, 2010. 
http;.//money-cnn,con'\/2010/06/24/new5/economy/dri!lingJobs_at_st3ke,^index.htm 
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Thirty-three active deepwater drilling rigs were idled by the moratorium. The total economic impact to 
the Gulf region alone from shutting down these 33 rigs for a year could cost the region's economy over 
$10 billion.’'^ Other estimates suggest each idled rig could risk as many as 1,400 jobs, lost wages per rig 
per month could be as high as $10 million or $330 miilion (all 33 rigs).‘^ 

There is strong worldwide demand for these deepwater rigs. And many of the more modern rigs 
command daily rates between $500,000 and $650,000, The likelihood that these rigs will soon go 
abroad is increasing given the uncertainty of their vrark in US Federal waters. 


lost Production Expected 


As Figure 8 below demonstrates, federal Gulf of Mexico crude oil production repre.sents a significant 
portion of the nation's petroleum supply. The Gulf is currently responsible for 30 percent of domestic 
oil production and as of January 2010 was producing at its highest rate ever, 1.7 MM bbl/d, 


Figure 8. U.S, (Blue) and Federal OC5 (Gulf Coast in Red, California in Green) Crude Production 
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Industry analyst data and EPRiNC calcuiation 

■^National Ocean industries Association, June 2, 2010, "Thousands of Jobs and Biliions of Dollars in Government Revenue at Risk From Six- 
month Guif Drilling Halt Says Nationai Ocean Industries Association Chairman", http://w»fw.no!3-Ofg/'website/artide,asp?id-,=38S61 
Rhonda Brammor, "Safe Harbor in Deep Water," March 30, 2009, 
http;//online,barrons,com/3ftic!e/S8123820180286962525.htm!#3rticteTabs _panel_3rticte%3Dl 
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The six month moratorium on deepwater E&P activity will have an appreciable impact on production in 
both the short and long-term, The Energy Information Administration (EIA) projects that the 
moratorium will reduce production by 26,000 bbi/d in the fourth quarter of 2010 and 76,000 bbl/d in 
2011."^ A sampling of assessments by investment banl« forecast lost production from the moratorium 
ranging from 100,000 bbl/d to 400,000 bbl/d should the ban remain in place for 6-12 months. The 
Internationa! Energy Agency OEA) estimated possible lost production at 100,000-300,000 bbl/d by 2015 
as a result of "tighter legislation" from the spill. Should other oil producing countries adopt similar 
restrictions, the world could lose 800,000-^0,000 bbl/d of production, according to lEA's forecast, lEA 
said the spill could be a "supply-side game changer" for deepwater oil production-the source of half of 
all global upcoming deveiopments-should other producers also tighten deepwater access. 

lost Production.....More Imports 

Oak Ridge National laboratory (ORNl) released a study in 2006 that estimated the cost to the U.S. 
economy of every barrel of imported oil.^’ ORNl found that the cost of Imported oil to the U.S. 
economy is $13.58/bbi (in 2004 US dollars) in addition to the market price. This cost includes both a 
monopsony component (the estimated effect the U.S has on world oil prices as the world's largest 
consumer of crude oil) and a cost for macroeconomic disruptions to the U.S. economy. ORNL's 
calculations do not include environmental or foreign policy costs. ORNL's study has been used by 
National Highway Transportation Safety Administration (NHTSA) to provide justification for increasing 
corporate average fuel economy (CAFE) standards^® and by the Environmental Protection Agency (EPA) 
to promote the National Renewable Fuel Standards Program (RFS2).^® 

In 2009 dollars, the incremental benefit to the U.S. of reducing oil imports by 1 barrel is estimated to be 
$14.70,®° With petroleum imports for 2010 likely to average approximately 9 MM bbl/d, imports will 
cost the U.S. economy an additional $48 billion (in addition to the cost of the oil itself). Lost Gulf 


ElA June 2010 Short-term Energy Outlook 
^‘'Platts Oiigram News. “SEA: 1 million b/d at risk from Gulf spili," June 21, 2010 
^’Oak Ridge National Laboratory. Estimating ths Energy Security Benefits of Reduced U.S. Oil 
;mpDrts.htlp;//www,epa.gov/OMS/rer>ew3blefuels/orni-tm-2£Ki7-028.pdf 
’’National Highway Transportation Safety Adminlstradon. 

http;//www.nhts3.dot.gov/portai/nht>a_st3t!C_fiie_downlo3der.isp?fite=/staticfites/OOT/NHTSA/Rutem3kir!g/ffuiGs/Associatecl%20Fiies/CAFE_ 
Finai_RuiG, _My 201 l_FRlA.pdf 

For a discussion of EPA's calculations on the contrlbutiorj and justification for subsidies for renewable fuels see 
www.epa.gOv/otaq/renGw3blefueis/430f09023.htm 

“According to the Federal Reserve's Price Adjusted Broad DoilarIndexforJuiy 2004 and July 2009 
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production, which will be supplanted byim^rts, wilt a>stthe US economy $1.3 bilison per year if 
250,000 bbi/d of production are lost Figure 9-bek>w shows annual lost gross revenues from oil sales 
and the ORNL's economic penalty for dll im|)d,rts over a range of lost production amounts and an oil 

price of $75/bbL 


figure 9. Annual Lost Revenues and Economic Costs of Lost Domestic Production 



SoUrcei EPRINC Calculations, ORNL Data 

Some legislators and policy makers are recommending the U.S. scale back the offshore leasing pfograitt 
and replace the lost production with alternative fuels and conservation. However, such a strategy 
represents a false choice. As shown In Figure 10 below the U.S. imports approximately 9 MM bbl/d of 
crude oil. Imports represent the "marginal barrel" to the U.S. economy and until these imports fall to 
zero, any lost domestic production will be replaced by imports. 


is 
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Figure 10. Historicai U.S. Crude Oii Production, Imports, and Consumption 
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Source: EIA Data 

Alternative fuels can help to reduce net imports of crude oil and petroleum products, but these 
alternatives (biofueis, electric vehicles, natural gas vehicles) offer only limited opportunity to 
substantially lower oil imports In the near to medium term. Over the next 10-20 years the likelihood of 
transitioning into an environment of significantly less oil imports is low. Even under the most optimistic 
scenario for using alternative fuels and technologies, the U.S. will import large volumes of petroieum. 

In its 2009 Annual Energy Outlook, the EIA projected U.S. liquid fuels consumption at 20.2 MM bbi/d in 
2020 and 21.7 MM bbl/d in 2030. if the Energy Independence and Security Act of 2007 (EISA 2007) is 
met in 2022, it wtli contribute just 2.35 MM bbl/d of renewable transportation fuels. The remainder of 
projected U.S. liquid fuels consumption will presumably be supplied by domestic crude oii production 
(currently 5 MM bb!/d) and crude oil imports. 
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Figure 11 below shows the projected net import share of U.S. liquid fuels consumption from tiA s 2009 
Annual Energy Outlook. 


Figure 11. Net Import Share ofU.S. Uquid Fuels Consumption in Three Cases (1990’2030} 



Source: ElA 2009 Annual Energy Outlook 

In the high oil price scenario, the U.S. will be importing about one third of its liquid fuel needs from 2020 
through 2030, equivalent to about 7 MM bbl/d> In the reference case, imports will account for 40-45% 
of liquid fuels consumption. In the low price scenario, imports will be relied upon to cover over half of 
the country's liquid fuels consumption. 
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Potential Resources and Federal Revenues 


Should the federal government restrict further OCS exploration it will leave billions of barrels of oil and 
trillions of cubic feet of gas in the ground. Leaving these resources in the ground will not prevent 
equivalent quantities of oi! and gas from being consumed; instead, unrealized production of oil and gas 
will largely be replaced by imports. It will also leave behind vast sums of potential revenues. The 
following figure shows MMS' estimates for undiscovered, economicaily and technically recoverable oil, 
gas, and NGL (natural gas liquid) reserves across the four segments of the OCS. 

Figure 12. MMS Mean Estimate afOCS Resource Potential 
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3.82 

10.53 
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232.54 

36.99 

18,29 
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1 S6.3 

i 10.4 

13.79 


Sourcei MMS, Assessment of Undiscovered Tethnitaliy Reco\«rable Oii and Gas Resources of the Nation's Outer Continental 
Shelf, 2006, http;//www.mms-gov/revaldiv/PDFs/2006Nation3lAssessmentBrochure.pdf 

!t should be noted that MMS' estimates of undiscovered technically recoverable resources (UTRR) in the 
OCS for oi! and gas have nearly doubled since 1996. MMS attributes the bulk of these gains to the 


Energy Policy Research Foundation, inc. 1031 SlMStreet, NW Washington, DC 20007 ■ 202.944.33.39 ■ eprinc.org 


21 





inclusion of deepwater resources, which have become Increasingly accessible over the past decade due 
to technologica! advancements.^^ 

The above figure contains MMS' mean estimates for potential reserves throughout the entire OCS 
(reserves are potentially higher or lower within a range of 124.68 billion BOE to 215.82 billion BOE).^' 
MMS' estimates do not include several potential sources of oil and gas, namely resources requiring 
enhanced oil recovery techniques and unconventional resources such as "low permeability 'tight' 
reservoirs". 

By the government's own estimates, the OCS contains an additional 160.5 billion BOE of economically 
and technologically recoverable resources, 55% of which are believed to be oil. There remains much 
upside to this estimate when one factors in the relatively high price of oil and the exclusion of 
unconventional "low permeability" resources which have seen rapid onshore growth since 2006 (e.g., 
shale gas). To put Figure 12 in perspective, the estimated oil reserves, if proven, would quintuple U.S. 
proven crude oi! reserves, making the United States the world's fifth largest holder of proven reserves. 
The estimated oil reserves would enable the U.S. to produce an additional 4.4 MM bbi/d for 50 years ~ 
an 88% increase to current production. 

What are Undiscovered OCS Resourees Worth to the Federal Government? 

Hydrocarbon production generates billions of dollars per year for the federal government, The MMS 
(which is now being separated into three distinct agencies) has historically been responsible for 
collecting revenues from federal offshore production. These revenues typically come from three 
sources; royalty payments from energy production on federal OCS leases, bonus payments from lease 
auctions, and annual lease rental payments. The federal Government also collects revenues from oil 
and gas production in the form of corporate Income taxes. 

EPRiNC has attempted to quantify the value of the revenue stream to the federal government 
(production royalties and federal corporate income taxes) which would be generated by the production 
of the resources in Figure 12, assuming production is spread evenly over 50 years. Such an estimate 


' See appendi.s figure 2. 

BOE inducies oil snd natural gas with natural gas converted to 3 BTli equivalency with oii. it should be noted that any reserve estimate is 
inherently unce.dain until a resource is discovered through the E&P process. 

'^See Appendix on past federal reversues. 
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contains many uncertainties and assumptions; however, it provides a reasonable and conservative 
estimate of the potential federal revenues in the OCS. This should help put the value of the country's 
OCS resources in perspective. 

Table 2 below shows EPRINCs estimated federal take from royalties and federal income taxes generated 
by the production of the oil and gas resources delineated in Figure 12. Table 2 assumes production is 
spread equally over 50 years and is shown in both nominal undiscounted dollars and the present value 
of the federal take with a 5% and 20% annua! discount rate. ^ 


Table 2. Potential Federal OCS Revenues - Discounted and Undiscounted 


UndHcauntiNl 

' eeryeSr.jS'Stftloni 

fiital 

Generafcd Over 50' 

Yt."irs (S biHion) 

,jNidler9lftN]mKra)^ .- 

$ 23.31 

Sl,l63.b3 


$ 21.09 

$1,054.49 




SSCONpCaunl Rale; 



FedcialtMoimTiwes . 


$432.12 


• 

$390.97 




Itm iJisreunt Rata 



I'wome Taxes 


$232.02 

'Rayaflies 


$209.92 




Souccfi: EPRINC Calculations 


CPRtNC has used several assumptions to generate Table 2; A nominal priceof $54.75 per BOE across the SO year time period. {This figure 
assumes a constant oil price of $75/bbi and gas price of $5/mcf. itreOects a blend of 55% oil and 4.5% gas on a BID basis.) Operator costs of 
S34/bbl, which includes operating expenses, exploration expenses, and DD&A (Depletion, Depreciation and Amortization), Pretax income of 
$20.75. An income tax rate of 35%, or $?.26/^OE. A royalty rate of 12%, or S6.57/BOE. (According to MMS data for 2001 -2009, tite effective 
royalty rate for oil was 12.26% and for gas it WBS 17,14%.) 
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. • ; ^ . 

The above table and previous figure illustrate the potential value of the 0C5 to the federal government 
(although such estimates come with a great deal of uncertainty). The unexplored portions of the OCS 
could increase federal revenues by hundreds of billions of dollars over the coming decades. Bonus bids 
and rental payments would generate tens of billions of dollars in additional revenues. 
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iV. Conclusion 

In response to the BP spill, the Obama administration has placed a moratorium on deepwater drilling in 
the Gulf of Mexico and in all waters offshore Alaska. Although a recent court decision has struck down 
the moratorium, the administration likely can pursue alternative strategies to keep the moratorium in 
place through new regulatory programs. In addition, considerable evidence exists to suggest the 
moratorium is not likely to reduce net risk from offshore drilling and is likely increasing risk as losses In 
domestic production will be compensated through imports which will increase tanker activity. The 
reduction in exploration opportunities will also lead to the loss of well trained personnel and modern 
deepwater rigs as capital and labor begin to leave the Gulf to find work elsewhere. With regard to 
deepwater prospects, the world petroleum industry has more opportunities than can be addressed with 
existing crews and advanced drilling rigs. Opportunities denied in the Gulf of Mexico will see both 
capital and expertise move to other petroleum provinces. 

Critics of efforts to continue U.S. deepwater production argue that the U.S. resource base is too small to 
make much difference in energy security. A recent analysis by Resources for the Future forecasts only 
modest increases in world oil prices as a result of delays in the development for deepwater oil and gas 
resources in U.S. waters/^ Some environmental groups have argued that the BP spill demonstrates the 
need for a rapid transition to alternative fuels, despite the reality that any loss in U.S. domestic 
petroleum output will result in higher oil imports - even under the most optimistic scenario of policy 
strategies that substitute alternative fuels for petroleum based liquid fuels. 

The explicit or implicit conclusion from the critics of deepwater oil and gas development Is that the risks 
are unacceptable given the rewards. These assessments miss the point. It is neither the size of the U.S. 
resource base, nor its modest consequences on world prices that is relevant, but rather the net value of 
the resource to the national economy. The critical issue for U.S. policy makers is how to preserve and 
capture the high value of the domestic oil and gas resource base for the American public and to do so at 
an acceptable risk.^^ As the administration moves forward to address the pace of deepwater 
development and regulatory programs which will regulate that development, careful attention must be 

See Stephen P.A, Brown, "Some ImpRcationsofT^htsnsngR^ulationof U.S. Deepwater Drilling,'’ Retiources for the Future, Backgroi.inde.'', 
iune 2010. http://wvvw,rff,C!rg/PubliC3tions,/P3ses/PubRcationDetail5.aspx?PubiicationlD=21l96 

upcoming paper by EPRINC wilt address alternative r^ulatory approaches for managing the risks of offshore drilling operations, 
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given to not only those strategies that will minimize risk, but to approaches that will capture the high 
value of the resource for the American public. 
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V. Appendix 


Appendix Figure 1. Net Present Value of Potential federal OCS Revenues from Undiscovered Oil and 

Gas Reserves with a S% Discount Rate. 



0 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30 32 34 36 38 40 42 44 46 48 50 


Year 


Source; EPRiNC Calcufattons and MMS Data. Assumes production is spread equally over SO years. 
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Appendix Figure 2. MMS Estimates ofOCS UTRR since 1996. 
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Sourcfi: MMS; hH;p://www.mms.gov/reva!div/PDFs/2006NationalAsse5sment8(tJchure.pdf 

Receipts and Distribution of Revenues from Offshore Oil and Gas Production 

Revenues collected from offshore operations are distributed by MMS to various sectors of the Federal 
government, states, and several other groups and programs as directed by law. Fiscal Year (FY) 2008 
disbursements set an MMS record at $23.5 billion, with the lion's share generated by oil and gas 
royalties and bonuses. Revenue distributions for 2009 was lower than 2008, but still substantial at over 
$10 billion. Table 1 below shows the disbursements for FY 2009 revenues. 


Energy Policy Research Foundation, inc. 1031 31ss Street, NW Washington, DC 20007 • 202.944.3339 - epn'nc-org 


28 






197 



Appendix Table 1, 2(KB MMS Disbursements 



Billion 

States, Counties and Ranshes 

' ' 'si 99 ’': 

U.S. Treasury 

$5,74 

34 American Indian Tribes and Mineral Owners 

$0.45 

Reclamation Fund for Water Projects 

ST45'' 

' Land and Water fund 

$0.90 

Historic Preservation Fund 

$0.15 

Total: 

$10.68 


Source; MMS: 0!i, gas, and N6L royalties accounted for 71% of total FY 2009 
disbursei'nents.http://www.mrm.mms.gov/intro/PDFODCS;'20091ilS.pdf 

Figure 3 below shows total revenues related to offshore oil and gas production. With the exception of 
2008, (a year in which highly sought after leases in theGulf of Mexico were auctioned, raising nearly $10 
billion in bonuses alone) royalties, bonuses, and rents combined have generated revenues in a range of 
$4 to $8 billion annually since 2001. 
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Appendix Figure 3. OCS Oil and Gas Revenues 
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Figure 4 below shows annual OCS production of oil, gas, and NGLs (natural gas liquids). Gas has been 
converted to barrels of oil equivalent (boe) basis -5.6 mm BTU (million British Thermal Units) of gas per 
barret of oil. 


Appendix Figure 4. Federal OCS Oil, Gas, and NGL Sales Volumes 



Source: MMS Data, EPRINC Calculations 


Energy Policy Research Foundation, Inc. 1031 Slsi Street, NW Washington, DC 20007 ■ 202.944.3339 • eprinc.org 


30 



199 


Case 2;10-cv-01663-MLCF-JCW Document 68 Filed 06/22/10 Page lot 3 

UNITED STATES DISTRICT COURT 

EASTERN DISTRICT OF LOUISIANA 

HORNBECK OFFSHORE SERVICES, CIVIL ACTION 

L.L.C ET AL. 

VERSUS NO. 10-1663 

KENNETH LEE "KEN" SALAZAR SECTION "F" 

ET AL. 

ORDER 

This Court having considered the Motion for Preliminary 
Injunction of Hornbeck Offshore Services, L.L.C. , Bee Mar-Worker 
Bee LLC, North American Fabricators, L.L.C., Bee Mar LLC, Offshore 
Support Services, L.L.C., Martin Holdings, LLC, Bollinger Algiers, 
L.L.C., Sea Fluids, L.L.C., Bollinger Marine Fabricators, Inc., C- 
Port 2 LLC, Bee Mar-Bayou Bee LLC, Bollinger Amelia Repair, LLC, C- 
Port LLC, Fourchon Heavy Lift, L.L.C., C-Innovation, Bee Mar-Bee 
Hive LLC, Bee Mar-Queen Bee LLC, Bollinger Shipyards, Inc., Clean 
Tank, LLC, Bee-Mar-Honey Bee LLC, Tampa Ship, L.L.C., Bee Mar-Busy 
Bee LLC, Bee Mar Crews LLC, Bee Mar-Bumble Bee LLC, Bollinger Texas 
City, LP, Bollinger Calcasieu, LLC, Bollinger Shipyards Lockport, 
L.L.C., Bollinger Quick Repair, L.L.C., Bollinger Morgan City, 
L.L.C., Bollinger Gretna, L.L.C., Bee Mar-Bee Sting LLC, North 
American Shipbuilding, L.L.C., Bollinger Fourchon, L.L.C., Gulf 
Ship, L.L.C., Alpha Marine Services, L.L.C., Nautical Solutions 
LLC, Nautical Ventures, L.L.C., Reel Pipe LLC, as well as the 
verified Supplemental and Amended Complaint for Declaratory and 
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Case2:10-cv-01663-MLCF-JCW Document 68 Filed 06/22/10 Page 2 of 3 

Injunctive Relief, Memorandum of Law in Support; of Motion for 
Preliminary Injunction and after receiving evidence at a hearing on 
June 21, 2010, hereby finds: (1) that plaintiffs are substantially 
likely to prevail on the merits of their claim for the government 
defendants' violations of the Outer Continental Shelf Lands Act and 
its implementing regulations; (2) that, in the absence of the 
relief requested, plaintiffs will incur immediate and irreparable 
harm to business including the irretrievable loss of vessels' 
useful life, loss of crews that have long been associated with 
their particular vessels, loss of shore-side teams and disruption 
of longstanding contractual relationships with offshore service 
vendors and other satellite services for the operation of its 
fleet, all of which is not subject to calculation; (3) that the 
irreparable harm to plaintiffs should the Court decline to grant 
the application for the relief requested outweighs the harm which 
the granting of such relief may cause to any legitimate interests 
of defendants; and (4) that the entry of this Order will serve the 
interests of justice and the public interest. Accordingly, 

IT IS ORDERED that Honorable Kenneth Lee "Ken" Salazar, in his 
official capacity as Secretary, United States Department of the 
Interior; United States Department of the Interior; Honorable 
Robert "Bob" Abbey, in his official capacity as Acting Director, 
Minerals Management Service; and the Minerals Management Service, 
their servants, agents, successor agencies, and employees, and all 
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Case2:10-cv-01663-MLCF-JCW Document 68 Filed 06/22/10 Page 3 of 3 

persons in active concert or participation with them, who receive 
actual Notice of this Preliminary Injunction (collectively 
"defendants"), and until a full trial on the merits is had, are 
hereby immediately prohibited from enforcing the Moratorium, 
entitled "Suspension of Outer Continental Shelf (OCS) Drilling of 
New Deepwater Wells," dated May 28, 2010, and NTL No. 2010-N04 
seeking implementation of the Moratorium, as applied to all 
drilling on the OCS in water at depths greater than 500 feet; 

IT IS FURTHER ORDERED that defendants shall file with this 
Court and serve on plaintiffs within 21 days from the date of entry 
of this Preliminary Injunction a report in writing setting forth in 
detail the manner and form in which defendants have complied with 
the terms of this Preliminary Injunction. 


New Orleans, Louisiana, June 22, 2010. 
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About the Coalition 
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makers de\ cleg logislatir c and regulatory responses to recent events. 
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Safety Overview 

For more than five decades, offshore shallow water drilling operations have been conducted 
safely and with minimal incident. The participants in these drilling activities have developed 
significant experience, expertise and oversight capabilities to conduct shallow water operations 
to manage risk, and such operations involve well-developed and simpler processes for the 
extraction of energy resources. Notably: 

• Surface BOPs . Jackup and platform rigs in shallow water employ “blow-out preventers” 
(BOPs) above the surface of the water. These surface BOPs are accessible for constant 
inspection, maintenance and repair, and, in emergencies, can be controlled either 
remotely or by physical or manual manipulation. 

• Clean natural gas . Shallow water drilling sites predominantly involve clean natural gas 
resources with less environmental risks. 

• Predictable and mature reservoirs . Wells in the shallow water regions are drilled in 
predictable and mature reservoirs. 

• Lower pressures . A large percentage of the wells drilled by shallow water rigs require 
positive external stimulation to produce the flow of oil or gas, significantly limiting risk 
of loss of control. 

Physical and operational factors make shallow water drilling safe, reliable, and environmentally 
sound: 


• Predominantly Natural Gas 

• Known and Predictable Formations 

• Mature Reservoirs 

• Traditional and Proven Well Control Methods 

• BOPs on Surface: allows easy inspection, maintenance, and repair, and places all 
pressure below the device 

• Manual or Remote Control of BOP 

• Simple Controls 

• No Marine Riser 

• Ambient Temperatures at BOP; unaffected by subsea currents and conditions 
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Job Losses and Other Economic Impacts of the Drilling Moratorium 


Over 1 80,000 people are directly employed in the oil and gas and mining industries along the 
Gulf Coast. Even a short-term, temporary moratorium on new drilling activities in the Gulf will 
have significant economic impacts on the Gulf Coast region. Over 7,000 jobs among the shallow 
water operators in this coalition would be directly impacted. Furthermore, in 2009, the Outer 
Continental Shelf off the coast of Louisiana generated $4,9 billion in federal revenue and $29 
million in state revenue from oil and gas leases. 

Domestic Energy Needs: The Nation’s economy depends upon the steady and dependable 
development of domestic oil and gas resources to provide for energy infrastructure and 
security The need for energy security was affirmatively and publicly recognized by the President, 
when he stated that the U.S. should "tap more of our substantial natural gas reserves” because of 
the need for "delivering clean natural gas and creating good jobs in the process." 

Request: Our Nation requires the safe, effective and steady development of its offshore oil and 
gas resources. Shallow water drilling operations meet those conditions. It is respectfully 
requested that the Congress urge the Administration to process and issue new shallow water 
drilling permits (with the associated application of any new reasonable and appropriate 
safeguards). 


Website: http://www.shallowwaterenergv.org/ 
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The White House 

Office of the Press Secretary 

For Immediate Release 
May 22, 2010 

Executive Order— National Commission on 
the BP Deepwater Horizon Oil Spill and 
Offshore Drilling 

By the authority vested in me as President by the Constitution and the laws of the United States 
of America, it is hereby ordered as follows: 

Section 1 . Establishment. There is established the National Commission on the BP Deepwater 
Horizon Oil Spill and Offshore Drilling (the "Commission"). 

Sec. 2 . Membership, (a) The Commission shall be composed of not more than 7 members who 
shall be appointed by the President. The members shall be drawn from among distinguished 
individuals, and may include those with experience in or representing the scientific, engineering, 
and environmental communities, the oil and gas industry, or any other area detennined by the 
President to be of value to the Commission in carrying out its duties. 

(b) The President shall designate from among the Commission members two members to serve 
as Co Chairs. 

Sec. 3 . Mission. The Commission shall: 


(a) examine the relevant facts and circumstances concerning the root causes of the Deepwater 
Horizon oil disaster; 

(b) develop options for guarding against, and mitigating the impact of, oil spills associated with 
offshore drilling, taking into consideration the environmental, public health, and economic 
effects of such options, including options involving: 

(1) improvements to Federal laws, regulations, and industry practices applicable to 
offshore drilling that would ensure effective oversight, monitoring, and response 
capabilities; protect public health and safety, occupational health and safety, and the 
environment and natural resources; and address affected communities; and 

(2) organizational or other reforms of Federal agencies or processes necessary to ensure 
such improvements are implemented and maintained. 
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(c) submit a final public report to the President with its findings and options for consideration 
within 6 months of the date of the Commission's first meeting. 

Sec. 4 . Administration, (a) The Commission shall hold public hearings and shall request 
information including relevant documents from Federal, State, and local officials, 
nongovernmental organizations, private entities, scientific institutions, industry and workforce 
representatives, communities, and others affected by the Deepwater Horizon oil disaster, as 
necessary to carry out its mission. 

(b) The heads of executive departments and agencies, to the extent permitted by law and 
consistent with their ongoing activities in response to the oil spill, shall provide the Commission 
such information and cooperation as it may require for purposes of carrying out its mission. 

(c) In carrying out its mission, the Commission shall be informed by, and shall strive to avoid 
duplicating, the analyses and investigations undertaken by other governmental, 
nongovernmental, and independent entities. 

(d) The Commission shall ensure that it does not interfere with or disrupt any ongoing or 
anticipated civil or criminal investigation or law enforcement activities or any effort to recover 
response costs or damages arising out of the Deepwater Horizon explosion, fire, and oil spill. 

The Commission shall consult with the Department of Justice concerning the Commission's 
activities to avoid any risk of such interference or disruption. 

(e) The Commission shall have a staff, headed by an Executive Director. 

(f) The Commission shall terminate 60 days after submitting its final report. 

Sec. 5 . General Provisions, (a) To the extent pennitted by law, and subject to the availability 
of appropriations, the Secretary of Energy shall provide the Commission with such 
administrative services, funds, facilities, staff, and other support services as may be necessary to 
carry out its mission. 

(b) Insofar as the Federal Advisory Committee Act, as amended (5 U.S.C. App.) (the "Act"), 
may apply to the Commission, any functions of the President under that Act, except for those in 
section 6 of the Act, shall be performed by the Secretary of Energy in accordance with guidelines 
issued by the Administrator of General Services. 

(c) Members of the Commission shall serve without any additional compensation for their work 
on the Commission, but shall be allowed travel expenses, including per diem in lieu of 
subsistence, to the extent permitted by law for persons serving intermittently in the Government 
service (5 U.S.C. 5701-5707). 

(d) Nothing in this order shall be construed to impair or otherwise affect: 

(1) authority granted by law to a department, agency, or the head thereof; or 



209 


(2) functions of the Director of the Office of Management and Budget relating to 
budgetary, administrative, or legislative proposals. 

(e) This order is not intended to, and does not, create any right or benefit, substantive or 
procedural, enforceable at law or in equity by any party against the United States, its 
departments, agencies, or entities, its officers, employees, or agents, or any other person. 

BARACK OBAMA 

THE WHITE HOUSE, 

May 21, 2010. 


Membership 


Co-Chairs: 

• Former two-term Florida governor and former U.S. Sen. Bob Graham 

• Former Administrator of the Environmental Protection Agency William K. Reilly 


Additional Members: 

• Frances G. Beinecke: President of the Natural Resources Defense Council (NRDC), a 
non-profit corporation that works to advance environmental policy in the United States 
and across the world. 

• Donald Boesch: President of the University of Maryland Center for Environmental 
Science, where he is also a professor of Marine Science and vice chancellor for 
Environmental Sustainability for the University System of Maryland. 

• Terry D. Garcia: Executive vice president for mission programs for the National 
Geographic Society. 

• Cherry A. Murray: Appointed dean of the Harvard School of Engineering and Applied 
Sciences (SEAS) and the John A. and Elizabeth S. Armstrong Professor of Engineering 
and Applied Sciences in July 2009, and the past president of the American Physical 
Society. 

• Frances Ulmer: Chancellor of the University of Alaska Anchorage (UAA), Alaska's 
largest public university. 
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: iVakliinqton .post 

For now, go¥ernment and BP working together to assess oil spill 
damage 

By Juliet Eitperin 
Washington Post SlariWriter 
Sunday, July 4, 20 1 0: .4 i 2 

In recent weeks, the Obama administration has sought to distance itself from BP in handiing the Gulf 
of Mexico oil spii! - with one notable exception: When it comes to assessing how badly the spill has 
}ia,nned the gulf, the two sides are w'orking hand in hand. 

Their sltared goal? To calculate the incalculable: how much it will cost to restore the gulf to its 
pre-spill state. 

But this close collaboration between federal and state authorities and BP-- which is routine procedure 
under a legal process know'n as the Natural Resource Damage Assessment (NRDA) -- has begun to 
spark concerns among lawmakers and some environmentalists. 

"I. want this to be independent, for the credibility of the information," said Sen,_i|cu Oirdin (D-Md.), 
who as chair of the lEnvironment and Public Works Subcommittee on Water and Wildlife will hold 
hearings this month on the issue. 

The collaborative approach, established under the 1990 Oil Pollution Act, marks a sha.ip departure 
from the 1989 Exxon Valdez spill, where the federal govemmefit kept the oil company at arm's length. 
.Exxon hired its own boats and expeits, who followed state and federal officials at a distance, 
replicating the tests they believed were being done so they could provide a rival analysis. 

Stan Senner, who served as Alaska's restoration program manager after the Valdez spill and now 
directs conservation science for the Ocean Conservancy, said the current collaboration will likely stop 
as soon as federal and state officials push for a comprehensive overview of how the accident 
transformed the gulf. 

"I would predict in the end that the relationship will break down, and the government and BP will go 
their separate ways,” Senner said, adding that oil companies tend to focus on a spill's short-term 
impact. 

.For the moment, though, BP's representatives w'eigh in on decision-making in every key aspect, from, 
shoreline surveys to designing scientific studies. 

BP spokeswoman Anne Kolton wrote in an e-mail that the company is working with, state and federal 
officials "conducting Joint sampling to gather infomiation about the condition of the environment 
before the spill and to establish the environmental impacts of the spill and extent of restoration that is 
required.” 

!n most cases, BP i.s represented by employees of Entrix, an envirottmental consulting finn it 


1 of 3 
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For now, government and BP working together to assess oil spill... ht^://www.w'ashmgtonpost.com/wp-dyn/contcnt/articlc/ 2010/0... 


contacted within hours of the Deepwater Horizon explosion. Entrix is one of two major U.S. 
consulting firms that specialize in assessing an oil spill's impact. BP provides the boats used to 
conduct sur\^eys and even the snacks consumed on board; it funds the scientific studies that have been 
launched by government agencies; and eventually, the company will have to pay for the time of every 
government official and contractor involved. At the moment, roughly 100 Entrix employees are 
working alongside more than 250 officials and contractors from state and federal agencies. 

To some extent, including BP in the process represents a pragmatic calculation: Federal officials say it 
helps ensure that the oil company will pay for both the evaluation and the massive task of restoring 
the region to health. NRDA's goal is to get the responsible party to pay for restoration, and that’s more 
likely to happen if BP officials agree on the extent of the environmental hann the government says the 
company has wrought. 

"If they pay the bills, they're welcome at the table," said Peter Tuttle, an environmental contaminant 
specialist with the U.S. Fish and Wildlife Service w-ho is coordinating NRDA activities among Interior 
Department bureaus. "They do have a role, they do have a place." 

Tony Penn, deputy chief of the National Oceanic and Atmospheric Administration's assessment and 
restoration division, emphasized that this collaboration does not mean the oil company is steering the 
investigation. 

"That doesn't give BP or Entrix the right to shape the course of our assessment or the decisions that 
are ultimately the government's responsibility," Penn said in an interview. 

The unprecedented assessment seeks to answer questions that will ultimately determine how much BP 
pays for restoration: How degraded were the region's marshes before the oil hit? Which species of 
birds and marine mammals were thriving before the accident, and which were struggling? How are 
tliey doing now, and how will they fare decades from now? The fact that oil has continued to spew 
from the well for 2 1/2 months only complicates the task. Only one answer is certain: The scientific 
investigation will take years to complete. 

"I don’t think we will fully understand the impact of the spill for decades," Tuttle said, adding that 
state and federal authorities will have to make their "best guess" about the extent of damage to reach a 
fair settlement with BP. "We're really motivated to get restoration going as soon as possible. There is 
an incentive to work toward settlement here — certainly litigation isn't in anyone's best interest." 

Dozens of teams are fanning out across the gulf, surveying beaches, sampling everything from water 
to sediment to tissues from mussels and fish. Each group includes at least one federal official, one 
state official and one representative from Entrix. 

For the most part, the collaboration is working smoothly: In late May, Barry Stuedemann, an Entrix 
senior consultant and wetlands specialist, and one of his colleagues, Winston Rutherford, set out on an 
air boat off Grand Isle, La., with officials from NOAA, Fish and Wildlife and the Louisiana 
Department of Natural Resources to survey the marshes. 

The team stopped at regular intervals to examine everything from what sort of oil was floating in the 
water to how many birds were flying overhead and whether small snails were thriving on vegetation. 
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At every stop, each team representative signed off on the data entered on the official assessment sheet 
so no one could contest it later. 

"Eventually you're building up a line of evidence," explained Troy Baker, regional resource 
coordinator at NOAA's assessment and restoration division in Baton Rouge, adding that if they later 
revisit the area and find "you have a lot of dead birds and have a lot of stranded marine mammals, 
you’re starting to build a picture of the overall direat." 

Sherry Krest, a Fish and Wildlife environmental contaminant specialist based in Annapolis who 
joined in the Grand Isle expedition, said "there's an art and a science" to conducting an NDRA, and 
that "the negotiation is more of an art." 

In the end, Cardin said, he will be watching to make sure the Obama administration doesn't make too 
many concessions for the sake of getting a speedy financial settlement. 

"The challenge is whether the federal agencies are up to evaluating the environmental damage," he 
said, "and whether we will have to patience to see this through, and get the fiiil results before we close 
the books on this." 
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Oil dispersant does not pose environmental threat, 
early EPA findings suggest 

By Juliet Eilperin 

Wednesday, June 30, 2010; 9:01 PM 

The Environmental Protection Agency 
released its first round of testing results on 
the toxicity of oil dispersants Wednesday, 
saying initial findings suggest that the 
dispersant BP is using in the Gulf of Mexico 
is less hannfiil than oil and does not pose as 
significant an environmental threat as the 
spill does. 

In a telephone news conference, EPA’s 
a.ssistant adniim.strator for research and 
development, Paul Anastas, emphasized that 
it was "too early to draw conclusions" about 
the long-term impact of Corexit 9500, the 
di-spersimt BP has applied to break up oil 
spewing from the downed Deepwater Horizon 
rig. The agency has yet to analyze the impact 
of dispersants mixed with oil and instead 
just tested the application of eight types of 
dispersants to marine animals in a lab 
setting. 

"We need more data to decide whether it's 
necessary to switch dispersants," Anaste 
said, adding: "All of the dispersants are 
roughly equal in toxicity, and all of them are 
less toxic than oil. . . . Ifs important to 
remember that oil is enemy number one in 
this crisis." 

But envifoiimentali.sts questioned the kind of 
testing EPA conducted, noting that its 
scientists applied the chemical compounds to 
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mature marine life and then examined the 
impact either 48 or 96 hours later, instead of 
observing what would happen after repeated 
applications. 

Alaska-based activist Riki Ott noted that 
"fresh oil and fresh dispersant are being 
released constantly" in the gulf so the lab 
results could not capture that sort of 
repeated exposure. "Right off the bat it's 
more toxic than a standard, static test," Ott 
said, adding that EPA officials did not test 
the impacts on "young life forms" such as 
juveniles and larvae, which are more 
vulnerable to toxic chemicals. 

Richard Denison, a senior scientist at the 
Environmental Defense Fund, wrote in a blog 
post that the lab results did not shed new 
light on dispersants' impact, in part because 
they were tested in isolation. 
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Oil dispersant does not pose environmental threat, 
early findings so^Qest 

"So, what did we leant today? Not too much examine issues such as why it has no 
new," he wrote, adding, "What is most maximum toxicity threshold for products 

remarkable about the data EPA released that make it onto the federal government's 

today is how similar they are to the list of accepted dispersants. "This tragedy, 

industry'-suppiied data on the dispersants this event, at the scope and the scale of this 

by themselves that were previously made event, has raised important questions about 

available on EPA's Web site." how these previously existing regulations 

need to be reexamined." 

Researchers tested the dispersants on mysid 

shrimp and inland silverside fish. None of He added that while questions have been 

the dispersants appeared to disrupt the raised about whether the dispersants are 

animals' endocrine activity, according to the settling on the sea floor or remaining 
results, a.nd EPA issued a statement saying it suspended in the water, testing suggested 
found '’JD-20()0 and Corexit 9500 were that they break dow'n "within weeks” when 

generally less toxic to small fish and JD-2000 used on the surface and "within weeks or 
and SA,F-RON GOLD were least toxic to mysid months" when applied to the colder waters 
shrimp." below. 


In late May, EPA directed BP to find another, 
less toxic dispersant than Corexit 9500, but 
the company refused to do so, arguing that it 
could not find an adequate substitute in 
suflicient quantities. Both EPA and the Coast 
Guard instructed BP to reduce its use of 
dispensants by 75 percent, and the company 
has cut its application of Corexit 9500 by 68 
percent from its peak over the past month. 


"We are seeing no data that there are 
dispersants that are persisting in the water 
column," he said. 


Still, Ott questioned why the federal 
government was allowing such widespread 
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EPA will embark on a second round of testing 
to evaluate the toxicity of different 
concentrations of Louisiana Sweet Crude Oil 
alone and combinations of the oil with each 
of the eight dispersants. 


"It's crucial that w'e get this other data on the 
dispersant with the oil," Anastas said, 
adding that the agency also needs to 
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Oil dispersant does not pose environmental threat, 
early EPA findings suggest 

use of chemicals in the ocean. 

"What we need to do in an oil spill situation 
is do no more harm," she said. "Putting toxic 
solvents on top of an already toxic substance 
is doing more harm." 

An EPA spokesman, Brendan Gilfillan, said, 

"The tests conducted by EP.A — which 
involved two species which are native to the 
gulf ~ were based on standard scientific 
acute toxicity test protocols." 

View all comments that have been posted 
about this article. 
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Obama Decried, Then Used, Some Bush Drilling Policies 


By NEIL KING JR, And KEITH JOHNSON 



Reuters 


Choppy seas have fimlted the ability of 'skimrners’ to collect oil in the Deepwater Horizon spRI. Above. TMT Group’s 
converted super tanker 'A Whale’ in the Gulf on Sunday. 

I.£S8 than four months after President Barack Obama took office, his new administration received a ibrceftil 
warning about the dangers of offshore oil drilling. 

The alarm was rung hy a federal appeals court in Washington, D.C., which found that the government was 
unprepared for a major spill at sea, rehing on an "irrational" emironmental ana!\^is of the risks of offshore 
drilling. 

The April 2009 ruling stunned both the administration and the oil industrv', and threatened to delay or cancel 
dozens of offihore pit>ject.s in Alaska and the Gulf of Mexico. 

Despite its pro-emironmeiit pledges, the Obama administration urged the court to rerisit the decision. Politically, 
it needed to push ahead witli conventional oil production, while it expanded support for renewable energ> . 

Another reason: money. In its arguments to the court, the 
government said that the loss of royalties on the oil, estimated at 
almost $10 billion, "may have significant financial consequences 
for the fe^ral go\'emmeut." 

The U.S. Court of Appeals reversed its decision and allowed 
drilling in the Gulf to proceed—including on BF PLC's now- 
infamous Macondo well, 50 miles off the Louisiana coast. 
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The Obama administration’s actions in the court case cKemplify 
the diJemma the House faced in developing its energ^^ 
policy. In his presidential campaign, President Obama criticized 
the Bush administration for being too soft on the oil industjy and 
vow^ to support greener energj’ forms. 

But, oii(» in ofik®, Pi^ident Obama ended up baclcirsg offshore 
drilling, bowing to political and fiscal realties, e^'en as his 
administration's own scientists and Democratic lawmakers 
wam^ about its risks. 


See details on the designs of deepwater Guif 
weits. 



After the Macondo w'dl blew out, sinking the Deepw ater Horizon 
rig and causing a catastrophic spill, Mr. Obama said his 
administretion should have been more vigilant in handling the 
oil industrjh "More needed to be done, and ntore needs to be 
ddne” to tighten o\-ersigbt, he told reporters recently. 

Still, the administration defends its intervention in the court 
case, and says the ruling made it look more catitiously at whetiier 
to open new areas to offshore drilling. It pins blame on the Bush 
administration for pursuing a polic>' for deep- offshore drilling 
"that was driven by one principle; open everything," said White 
House spokesman Ben LaBolt, 


BP'S daily spend on the Gulf of Mexico oil spill 
continues to grow through the crisis.. Here is 
the daily spending in millions of dollars. 

More photos and interactive graphics 

More 

BP Won't Issue l^w Equity 

Big Skimmer Hindered by Wtsather; OH Hits 

Texas 

Libya Oil Chief Calls BP a Bargain 


" 0 \^r the course of the year," he said, "the Interior Department 
conducted a review process to produce an offshore strategy that 
closed a number of enrtronmentally sensitive areas from 
exploration and put in place a prot^ss to explore where 
additional production could take place.” Since the Deepwater 
Horizon explosion, he added, "we are implemen ting top to 
bottom reforms to ensure that a disaster like this is never 
repeated." 


Oil Spill Loan Rises to $9 Billion Michel Olsen, a former official in the Bush Interior Department, 

defejided the previous administration’s offshore approach. ”Oiir 
policy was founded on the requirements of the law," he said- "It wasn't just to give industry whatever it wanted." 


Mr. Obama inherited a slew of eiieigy challenges when he took office in early 2009. The agency within the 
Interior Department charged with overseeing the oil and gas industry-, the Minerals Management Ser-vice, was 
reeling from s<«indals. An inspector general’s report months earlier had described rigged contract.^, drug use and 
sex between MMS employee.s and industry representatives. 


Along with cleaning up the MMS, Interior had to Avrestie wnth a five-year drilling plan the Bush administration 
had filed just days before leaving office. The plan sought to open the waters in most of the U.S. outer-continental 
shelf to oil and gas exploration k^tween 2010 and 2015. The push into e^^er deeper waters in the Gulf, which 
began in earnest in the mid-1990s, reflected the reality that drilling in shallower waters was largely tapped out. 


To buy lime and work out its own policy^ preferences, the Obama administration reopened the Bush plan for 
public comment. 


The tensions in the administration's own deliberations were 
clear from the start. Mr. Obama's Interior secretary, Ken Salazar, 
quickly pick^ a fight with the oil industry when he retroactively 
withdrew 77 ofl-and-gas lease sales in Utah that the Btish 
administration had approv-ed in its final weeks. The move drew 
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applause fixjm enviroamentalislB and criticism from oil 
companies. 

In April 2009, Mti Salaiar went on a foiir-dtj' tour to discuss the 
nation's o^hore future. His first stop: A solar-powered 
convention center in Atiantic City , N. J., where he touted the 
potential of ofishore wdiid power to supply clean electricity to the 
^tem seaboard. Booking offehore renewable energy had 
l^x>me a "top priority" for Interior at the express wish of Mr. 
^lazar, who had i^ued a secretarial order to that effect just 
tht^ weefe ^rlier. 

But, before the packed house of politicians, actmsts and 
inter^t^ dti^ns, Mr. Salazar also defended tire need for more 
offshore oil and gas. "The reality' is that we have oil and gas potential m significant ways, especially in" the Gulf of 
Mexico, he said, according to a rideo of the e't’ent. 

The administration was appi-ehensire about expanding offshore drilling. But it also hoped to get a legislative 
package on climate change through Congre;^. At file ^nter of die b 3 l was a controversial and potentially 
expensive provision requiring comjxmies to acquire pennite to release carbon dioxide. 

To navigate Capitol Hill, the administration needed to strike a balance between the "green enei^” projects 
favored by environmentalists and liberals, and the traditional oil and gas projects fa\'ored by Republicans, whose 
support would be cnicial in the Senate. Continuing to promote offshore drilling was part of that bargain. 

Bill the federal apptjals court decision, which came just da>-s after Mr. Salazar's tour, tlireatened to throw a 
wrench iji that process. The case was brought two years earlier by indigenous Alaskans and a coalition of , 
enrironmental groups. I t challenged a Btish-era plan to lease large chunks of offehore Alaska to oil drilling. 

The groups argued tlie strategy didn't adequately account for the whole range of environmental perils raised by 
oil drilling on tine outer shelf. 

The appeals court agreed, r uling that the federal program was based on "irrational" analysis. The government's 
own assessment, the court found, weighed only the impact of oil washing up on shorelines. In a foreshadowing of 
tlie post-spill debate, the court, noted that the anatysis didn't address the impact of a significant spill furtlrer out at 
sea. 

At first, Mr. Salazar used the ruling as a way 
to draw a distinction bet ween h is approach 
and that of the Bush White House. Blasting 
what he called "the prerious administration’s 
failure to apply the law," Mr. Salazar said in a 
statement that he planned to "fix the 
problems" the court identified. He -^vould do 
so not by firing managers or shaking up 
MMS, but by subjecting offshore drilling to 
heightened scrutiiiv. Those fixes, he said, 
would "put oil and gas leasing decisions back 
on a firm scientific footing." 

Still, the ruling presented an immediate 
problem. It threw into uncertainty hundreds 
of millions of dollars in drilling projects 
already under way in the Gulf— the source of 
about a third of the country's domestic oil 
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suppK' and the lifeblood of the regional 

economy. In addition, the government had another big lea^ sale for Galf offshore acreage coming up in August. 

In its response, the gci^^ernment noted thattheoil and gas from approved exploration and drilling projects had a 
combined value of S7.65 billion. Among the costing leases, the petitfon noted, was the March 2008 Lease Sale 
#206. 1 'hat deal included BP’s acquisition, for $34 mfflion, of the acr^ge encompassing the Macondo well. 

Voiding existing leases, the Justice Department argu«i on behalf of Interior, would cause "severe and 
imiiecessai-y disruptions" to oil and gas aetivity.in the Golf of Mexico, and could push companies and drilling rigs 
toward other nations with less onerous i^ulatiohs. 

A d&y after the administration's petition, theindiastr>^*s main lobbying group, the American Petroleum Institute, 
made its own case echoing the government's ai^tnente. The significance of [Gulf of Mexico] activities under the 
five-year program cannot be ov-erstated,” the API aigii^i. 

In late July, the D.C. appeals court responded to the goverament petition by clarifying its earlier raling. Onfy 
drilling in .Maska, the case's main focus, would be ^opp^. Actbify' in the Gulf of Mexico could continue while the 
administration carried out a new environmental analysis to address the court's concerns about deep-water spills, 

Mr. Salazar began to express confidence that he had resolved the 
problems within the Minerals Management Service that had led 
to p<X)r ov«is%ht of of&hore drilling. In September, in testimony 
before the House Natural Resources Comm ittee, he listed the 
step^ he had taken to make sure ethical lapses "don’t occur in the 
fiiture." 

Still, inside the administration there was debate about the right 
policy for offshore drilling. 

On Sept. 21, Jane Lubchenco, Mr. Obama's handpk’.ked head of 
the National Oceanic and Atmospheric Administration, filed a 
length} comment on the Bush-era drilling plan stilVuiider 
review. She cited several concerns, including the government's 
tendencv- to underestimate the likelihood of oil spills and to 
downplay their potential environmental Impacts. She also noted the government's penchant for cribbing from 
older, often outdated, environmental analyses. 

She cited a Congressional Research Service study from earlier in the year. "The threat of oil spills raises the 
question," the report said, "of w hether U.S. officials have the neceSvSary resources at hand to rospond to a major 
spill." 

The administration's struggle to find middle ground on its otfehore policy came to a head in Senate hearings in 
mid-Nov'ember, just weeks after a drilling rig off the coast of Australia had suffered a deepv\-ater blowout, creating 
an oil leak that would go on for months. 

Sen. Robert Menendez (D-NJ) pointed to an enlarged photo of the Australian rig in flames and asked rliet orically 
whetiver he was "just being old-fashioned" to w^orry that a similar blowout could occur in the U.S. 

MMS Deputy Director Walter Cruickshauk assured the panel 
that such fears were misplaced. The Australian rig wouldn't have 
teen lic^sed to oj«rate in U.S. waters, he said. The U.S., he 
said, had "what we believe is the most aggressive oil spill 

On March 31, Mr. Salazar joined President Obama in a hangar at Andrews Air Force Base in Marvdand to 
announce their lunv offshore policy. Standing before an F-18 "Gr^n Hornet" fighter jet designed to nm partly on 


Heard on the Street 
BP May Meed Radical Rethink 

contingency planning.. .in the w^orld." 



tn February, irvterior Secretary Ken Salazar, left, 
toured Nantucket Sound for a proposed offshore wirwl 
energy project, 
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bio-fuel, Mr. Obama told the audience that "well employ new technologies that reduce the impact of oil 
exploration.. -And we’ll be guided not by political ideok>©', but by scientific e\idence." 

The plan was designed in part to allay the federal court's concerns. To satisfy the court's demand for better 
"balance," it included a broader emironmental analysis, examining the impact of spilled oil on marine life and 
not just on shorelines. 

It also ranked prospective drilling areas in terms of their environmental sensitivity. The Central Gulf of Mexico, 
where BP’s Macondo well was based, topped the "most sensiti\'e’' <x)lumn. It also scrapped a handful of planned 
lease sales in Alaska. 

But the proposal kept much of the Bush plan intact, and o-en added for the first time new lease sales off the coast 
ofVirginia. 

It also relied extensively on en\ironmenta! impact analyses carried out in April 2007 that the court had found 
wanting. 

The 2007 document said "large oil spills associated with [outer continental shelf] activities are low-probability 
events." The "most likely size" of a serious spill, that report concluded, would total 4,600 barrels— a fraction of 
what the Deepwater Horizon continues to allovr into the water ev'ery day. 

Kieran Suckling, executive director of the Center for Biological Diversity', which brought the original lawsuit, said 
their court victor}' wound up changing little. "Salazar, and by extension Obama, have pursued the same offshore 
program as the Bush administration, even while playing a smoke-and-mirrors game," he said. 

Two weeks before the Deepwater Horizon explosion, President Obama offered a plug for \rider offshore 
exploration. "Oil rigs today generally don’t cause spills," he told a gathering in Charlotte, N.C. "They are 
technologically very' advanced." 

On April 20, with the blowout on the Deepwater Horizon drilling rig, everything changed. 

The Macondo spill has forced the administration to take many of the steps it dismissed as draconian last summer 
in the wake of the appeals court ruling. On May 27, Mr. Salazar canceled a lease sale in the Gulfset for August. He 
ordered that all lease sales set for 2on had to face tougher environmental scrutiny. 

And he ordered a sbt-month moratorium on all drilling activity in the Gulf of Mexico. That moratorium was 
struck down as arbitrary by a federal judge in New Orleans in June, but Mr. Salazar has fought back, insisting the 
moratorium remain in place. So far the judge's ruling stands. 

Write to Neil King Jr. at neiI.king(a^^vvsj.com and Keith Johnson at keith.johnson@wsj.com 
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Revived Pusli for Drilling Ban 

Administration: Moratorium Would Lower Risk of Another Deepwater Disaster 
By STEPHEN POWER And ANN ZIMMERMAN 



Getty IrnAyes 


Dund Phani rests Tuesday on his boat in CocodriB. La. The boat was hired to help with oll-skimming operations but 
sidelinsd by bad weather. 

The Obama administration asked a federal appeals court Tuesday to reinstate a nj.dratormin on 
deepwater petroleum drilling, saying it is needed to reduce the chance of a second spill similar to 
the one now spewing crude into the Gulf of Mexico. 

Hie fallout from that spill, the result of an April 20 explosion on a drilling rig leased by BP PLC, 
was evident in the Gulf region Tuesday, as tar balls lapped onto the Texas coast and oil w'as 
sighted in New Orleans's lAike Pontchartrain, 

The developments show how the spill continues to invade new areas along the Gulf, harming 
coastal marshes and endangering fish and wildlife. 

In a filing with the U.S. Court of Appeals for the Fifth Circuit, Justice Department officials said a 
six-month suspension of drilling in more than 500 feet of water is in the "long-term piiblic 
interest of the nation," and is needed to give the Interior Department time to develop and 
implement new regulations to prevent another spill. 

The filing was in response to a federal judge's decision in June to block the moratorium, saying 
the Interior Department had trivialized the economic impact of the temporary baa. 
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minimize the risk of another spill, especially w 
ongoing," the motion says. "The stakes are eve: 


In the filing, the administration cited not only 
the "catastrophic impacts" of the accident on the 
Deepwater Horizon drilling rig but also the risk 
of a second spill, "which industry' has shown 

limited ability to contain." 

"Interior had to take immediate action to 
lile efforts to contain and clean up this one are 
: higher now that it is hurricane season." 


Attorneys for the government and Hornbeck Offshore Serv'ices LLC— an offshore oil-services 
provider that challenged the moratoritim— are scheduled to square off on Tltursday before a 
panel of judges assigned to the Fifth Circuit. 


Risky Design 



wells. 



BP'S daily spend on the Gulf of Mexico oil spill 
continues to grow through the crisis. Here is 
the daily spending in inillions of dollars. 

Cf More photos and interactive graphics 
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In its filing Tuesday, the Justice Department 
said federal law requires Interior to conclude 
that there is "a threat of serious or irreparable 
harm to the marine or coastal or human 
environment," and not to balance the risk of 
such harm against the economic harm from the 
moratorium. 

In Louisiana, many politicians have said the ban 
is crippling an economy already walloped by 
curtailed fishing and a loss of tourism, 

A new effect of the spill was discovered late 
Monday with tar balls and oil sheen sighted in 
the Rigolets, one of the waterways connecting 
the Gulf of Mexico to Lake Pontchartrain, which 
borders the northern edge of New Orleans. 

Some oil also had made it to the lake, according 
to the Deepwater Horizon Incident Joint 
Information Center in New Orleans. 

After decades of neglect left it choked with 
pollution, the 630-square-mile lake was cleaned 
up in the 1990s and has since become a popular 
fishing and boating destination. 

On Monday, crews tried to protect the lake by 
placing barges and protective piping called 
boom at a choke point in the Rigolets. 

In Texas, the seven gallons of tar balls found 
over the weekend on beaches were confirmed as 
originating from the oil spill, but investigators 
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were still not sure hosv they gul to Tevas, 
according to a Coast tiiiard spoliesraan. The lar 
balls were lightly weathered, and intiAtigators 

speculated that the tar had come from the 
bottoms of boats bringing oil collected from the 

spfl] to Texas for processing. 

Write to Stephen Power at 
stephen.powergwsj.com and Ann Zimmerman 
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BUSINESS A,UY:', -010 

Smaller Oil Firms Might Eat Browner Says 

BySIOBHAN HUGHES 

Wj-VSHINGTON—The White House's top etterg^'adyfeerackiKswl^Jged that smaller oil firms might no longer be 
able to drill in the Gulf of Mexico as a result of legislation mo\ing through Congress that would eliminate the cap 
on their liabiliri' for oil spills. 

"Maybe this is a sector where you really need laige compani^ who can bring to bear the expertise and who have 
the wheretvithal to covet the expense if something go^ wrong," Carol Browner, special ad\'iser to President 
Barack 01>ama on energ)- and climate change, said in an intende%v. Eliminating the $75 million cap on iiabilit>’ for 
oil spills "will mean that j^ou only have large compani^ in thb sector," she said. 

On other topics, Ms. Browner said the Obama administration 
would be happ>’ with a scaled-back enei-g)' bill this year "just to 
get started." She said the administration is mindful of the effects 
of a deepwater-drilling moratorium and wants "to get people 
l^ck to vstirk," but wants first to understand what caused the BP 
PLC oil spill in the Gulf of Mexico. 

The administration has imposed a now-challenged moratorium 
on deepwater drilling w’hile a presidential commission conducts 
a six-month investigation of the BP disaster. Oil companies have 
been pushing the Interior Department to lift tlie moratorium, 
saying that new safety regulations could allow drilling to resume. 

'The small companies did nothing wrong —and you're going to shut them down?" said Robert Dillon, a 
spokesman for Sen. Lisa Murkowski (R, Alaska.) "So the only thing you are going to have left are the big, national 
oU companies like C'hina. Where are the free-market values in that?" 

Ms. Browner said lifting the moratorium would depend on de\-eloping better spill-response plans and an 
understanding of the cause of the Deepwater Horizon a:plosion. "WeTe keenly aware of the impact of the 
moratorium,” she said. 

Discarding the liability cap is a potent issue on Capitol Hill as oil continues to leak into the Gulf. Small companies 
have warned that discarding limits would shut out aD but the bi^est companies from offshore drilling, partly 
because obtaining insurance ^vould become impossible without liability limits. 

BP has paid out more than $132 million in damage claims and has promised to iionor all legitimate claims despite 
the statutoiy liability cap. Under pressure from theWhiteHoi^e, file company also has promised to put S20 
billion into a fruid to compensate residents for anomic losses. 



http://oiitine.wsj.com/ai1tcle/SB 1 00014240527487046996045753432030 1651261 6.html 
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"There are still other damages to come— for example, natural- 
resource damages that BP will ulliinaleK' ha\’e to pa>-," M$. 
Browner said. 

Oil is expected to continue leaking until at least mid- August, 
when the first of two relief w^ells is siipposed to shut off the well, 

Ms. Browner add«l that ’Hve don't want to see BP go oiit of 
■business, because w'eVe got lots of claims that need to be 
paid."Senate .Democratic leaders are planning to use a broader 
energv’ package as a unhide to discard the liabilit>’ cap. Tht; 
package has stalled in the fece of opposition from coal and 
manufecturing states to niandaton-' reductions in greenhouse- 
gas emissions. 


last year, the Obama administration called for economy-wide emissions reductions, but the White House has 
become willing to consider an approach that would limit emissions only from the utility sector, suggesting action 
on an etiergy bill may be possible this year. 

"Something that gets us started is something we will take seriousH'," Ms. Browner said. She suggested Mr. Obama 
w'asn't ready to gi\’e up on setting a cap on carbon-dioxide emissions. "He continues to beliex'e that a cap on 
carbon is \'ery important." 


Copyright 20D9 Dow Jones & Company. Inc. All Rights Reserved 
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Print 


Tuesday. July 6. 2010 5:50 AM EDI 

BP calls partners to share in oil spill clean-up 
costs 

By Car! Bagh 

In the wake of spiraling dean-up costs in the Gulf of Mexico whic^ hit $3 billion, BP 
turns to its partners Anadarko Petroleum Corp. and Mitsui Oil Exploration 
Company to share in footing the bill, 

BP sent bills amounting to S272 million and $1 1 1 million to Anadarko and Mitsui 
respectively. Texas-based Anadarko holds 25 percent of the Deepwater well and 
Japanese firm Mitsui owns 10 percent while BP is the majority holder with a 65 
percent stake. 

The bills sent to BP partners reflects that BP is chaining on the liability ensued by 
the partners as part of the joint operating agreement whereby the liability is 
commensurate to the share of ownership. 

Anadarko said in a statement that it is reviewing the S272.2 million bill sent last 
week and "assessing our contractual remedies." Anadari<o CEO Jim Hackett said 
last month that his company should be exempted from being charged for the spill 
due to BP’S "reckless decisions and actions" in its handling of the well. Anadarko 
booked revenues of $8.2 billion in 2009. Also it had earmarked 18 percent of its 
$5.6 billion capital expenditure for 2010 for Deepwater Gulf of Mexico. 

Mitsui said that it lacks expertise to fully assess the root cause of the accident and 
thus will seek advise from external experts regarding the bill. The company had 
established MitEnergy Upsteam Energy LLC in US in 2006 after buying a 50 
percent stake in the Gulf of Mexico from Pogo Producing Company. On Nov. 2009 
MitEnergy announced its plans to divest all of its Gulf of Mexico oil and gas assets 
to Energy XXI, Inc, 

The demand for the clean-up costs were sent on June 2. BP requires the partners 
to honor the commitments 30 days from the date of receipt or as early as friday. 

BP announced on Monday that its expenditure had increased from $2.65 billion a 
week ago to $3.12 billion. 


http://www.ibt!mes.com/art/services/print.php?articIeid=3284l 
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Additional Links and Information: 


CRS Report RL33404, Ojfshore Oil and Gas Development: Legal Framework, April 6, 
2010. http://www.crs.aov/Paaes/ReDorts.aspx?Source=search&ProdCode'=RL33404 

CRS Report R41 132, Outer Continental Shelf Moraioria on Oil and Gas Development, 
April 1, 2010. http://www.crs.aov/PaQes/Reports.aspx?Source=search&ProdCode=R41132 

CRS Report RL33705, Oil Spills in U.S. Coastal Waters: Background, Governance, and 
Issues for Congress, April 30, 2010. 

http://www.crs. aov/Paaes/Reports.aspx?Source=search&ProdCode=RL33705 

The Economic Impacts of the Oil and Gad Industry on the U.S. Economy: Employment, 
Labor Income, and Value Added prepared for the Ameriean Petroleum Institute. 
http://www.api.org/Newsroom/uDload/lndustrv Economic Contributions Report.pdf 

Administration’s response timeline (updated daily) 

http://www.whitehouse.gOv/blog/2010/05/05/ongoing-administration-wide-response- 

deepwater-bp-oil-spill 

Deepwater Horizon Response Unified Command: 
http://www.deepwaterhorizonresponse.com/ go/site/293 1 / 
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Mf, I ony Hayward. 

14,2010 

(intTiagmvdsoutorthe wcM, .mkI (Si the faiUiio tn secure ihc wclilicucl with a lockdown e 
before aHwwhg pressiuc i/O the scjI fwim hchwv 1 he common feature of those five decisions is 
that they posed a trade-off Isctween cost and well salet'. 

\^eli Des tan On Apiil 19, one ua} oeiuie ilie uiuwom tii’ insUiiieti Uie luul sccUuii ui 
steel lubiiijc m the well. BP had a choice of two primary options it could iowera full string of 
,, 1 'in^ irom ti>r ’> 1(1 )t I'lC weii’n.sd ii tu. unu.i • in s' oi i' -oiiU h.n" s tner m<ri 
'' '>idc'.. isira,iitid ii the wi.ll iiiJ • i hi Kks on' t >'..ii.ici lia. 

I > L i ehack option would have taken mlra ttnie and was moi e ctpcasit c. but it wWd ha . c 
cr - •'(.r "ciaiii^ i> pt' loeJ ITU re ijaiT<ers IQ th. '1 vol^i up'h: i> r r»<--s_! ' - 

II 1 C..C steel I'jbes A BP plan res lew prepaied in ibid- \pril reconunended agautsi the lull suuig 
I • • iv! I APiil K cd'i \in <1 icti oniPi! s to 'll. .* t"_ii nJniili't‘'ese. i mt! 

ai ihe wellhead the ‘on's brir cr' to gas floss it the cement job 'ule-' ‘Jc'pitf 'his .in'* 

.u. u igs BP chose the more liskv casing option, apparenils because the hner option wou'd h. m 
u St $’ to SIO million more and taken lonjjer 

i. cntivi!iir.cfs . When Uie iinai string of casing svas insialtcil. utic key ehiiili'ivo i . 
ii nMi'g <ure the cesmg ran down the center of the Mcltbore. As the Ainensan Pcitulcuin 
ln<U‘.'..ie's rccominendcdpracticcs explain, if the casing is not ccnlend, 'it i'-Uirns.iii i"'' 
impossible, to chsplace mud effectively the narrow side of the anmiius." resulting in a liiiU-.l 

cciT.eni job. Halliburton, the contractor hired B.v BP to Cement the wett, warned BP that the sscil 
could has e a “SEVERE gas flow ptobletn” if BP lowered the final string of casing ssiib onls- sis 
. sii'i. liters msi'.'jd »fihe 2! rebommenJed by fhilhbw.i'ii OP retcceJ Hoiliuurt-o': a-.is.i. •.■ 
.iie.iduiiic>v.lcenttah»ar5 liiane-mhUoit April 16, a BP official involved in ilic decision 
Wj ki.'icJ "it will take 10 hours to install them. ... I do not like Ibis." Later that das. eroil'c; 
i" i.’ai ret.sgnired the ri-dt-S of pRSceeding with insufficient centralizers but co.mnicntcd ■ wkc. 

, .I's Umte. end of story, will probably be fine." 

■ n ' i(, r,j ’ B.P's mid-Apiil plan review predicted esment fa’liiiv. -i t'.-',' 

I . - ,.ri, I"' r„i. iri.ca'.* it is unlikely lo he a successful cement to*’ n.:r *'i -nm'' 

’>is;,*k<inssn ‘ OesD’te this wamiiis and Hallihurton's prediction of severe gas flow problL-ii'.s. (ii- 
.■itl not run n 9- 1 ., 1 j-l.i'i:- i’rei,s Jure called a ceniem bond lug to assess the integrity ot th'' 
(..'ir.oni seal HI' '.1 a us'i '’lOii; Sshhamberger on the ng on the morning of .Apnl 20 tor t ic 
,1 lip we 0 ) ru-nninz i ,i.'riciii Ivina loa. but thev deparlea altei BP told them their seivces wt.o 
.vit needed .\.. .i ... pv .1, n '..■.i, . •nsuited h;. the romasirice c.illv.'. !l.is decision 'i i- i 
negligent.” - - 

M ud Circulation . In exploratory operations tike the Maeondo well, wells afd 
tilled with weighted mud during the drilling process. 'ITie American Petroleum insti’utc t-kPIi 
■.vei'mniend.'i tlim oil compames fully eirculaie die drilling mud in the well Ir im the bottom re tne 
top befoie comraencmg the cementii% process. Citcuteioglhe mud in ine .Maconilo weii lou.u 
have taken as long as ! 2 hours, but it woaM have allowed waiters on the 1 % to test fte mud for 
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1 k-fi'w aU't wvlls are drilled in sections, Ttebask process involves liriHing this,iagn 
in>iallin!i and ccmeiuing casing to secure ibe weltbore, andtten drilling deeper and repealing Uk 
process. On April 9. 2010. BP finished dtiBiag the last secriott of tire \wll. The final section ui' 
the wellbore extended to a depth of 18,360 feet below sea level, which was 1.192 feet below the 
casing that liad previously been inserted into the well.'* 

■ ■ * Ms point, BP had to make aa important well design dedsion; how to s«Kitrc llie fiial 


ih? well and tin i inserting another steel liner lube called a "lieback" on top of the liner twnger. 

Other involved running a single siring of steel casing from the seailoorall the to 
t^fet&ttt^tlie well. Mr, Roth inibnned the Committee that "Linci 'Tieback Casing provides 
sid^fSpet^’ full suing casing with redundant barriers to annular ilow,"' in the case ofa 
casing, iheie me just two barriers to tlie flow of gas up the annular space dial 
S&I^UOdS'lhS casing: the cement at the bottom of the well and the seal at the wellhead, .Mr 
R^SfStttfe'Committee that in contrast. '‘Lmet/Tieback provides four barriers to abJiuiar 

are ( 1} the cement at the bottom of the well, (2) the hanger sea! that attache? the 
filter fo ftoe^istitig casing in the well, (3) the cetnent ftai secures the tieback on top of the liner, 
and (d) ihetSpal at the wellhead. 1 'Ik* lin^Mitfeick opifon also takes mote time to install 
requiring several additional dal’s to complete. •• • , • . 


Internai BP documents int 
approach, An undated ’‘Forward 


• , . -i . 


of casing . . . iv(«' ibe primary 


ttl-e rixl,:,i; i’.i.. V 

to be front mid-A 
.rdiiii’ to 'Jus doei 


casing 


■It a^l.iner is now the recommended option " 


■* BP. PowerPoint Presentafion, it^mhtngton Deep^ntter Htiragit Interim 

InvkJeiit Invextigutian at 4 (May 24, 20'{dj. 

^ Briefing by Torainy Roth. Vice President of Cementing. Hailiburton. to House 
Committee on Energv and Commerce Staff (.funs? 3, 2010); Halliburton, PowerPoint 
Presentation. Energx- and Commerce Crnmnitfee Staff Brkjing at 12 (.kine 3, 2010), 


’’ HP. MV 252 "! Mitmndo. TD Forirard Pkm Review - Pradnclion ('adng & TA 
OptHvi}.. at 9 t,tjpr. 3010) (BP-HZN-CEC-22I09). The documents prov ideci to the Coinmitie 
from BP contiiin three versions of this document This one and a second nearly idemieu! vet; 
t BP. A/( ' 252nl Miwondo, ID Fatvar-J Pbm Rmew ~ Prthfucum Lm.me A lA Opiiom lA) 
3(1101) (BP-H3'.N'-CEC-32035')recominHid against a single string casing and in favor of a Un 
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inches diameter at the bottom; 
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(■■-mail from Brian Morel DritlingCngin 

icer, BP. to Richard Miller, BP ( 

(Bp-a/N 

n 

-CKC-21857). 

BP, Form mis 12SA-123S~ Ekcmnic 

Version. Applkmhmfor Revise 

15- :oun: 

■■It- 
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i he Jecisi<!n to run a single slritig of casing appears to have been made to save tinjv aad 
1 oduec costs, f >n March 25, Mr. Morel e^nailetf Allison Crane, die Materials .MaiiaeeiiK i. 

( iHttxlinati'r lot HP's Gulf of Mexico Deeptvater Exploration Unit, that tlielong casing sifnc 
'Naves a iol of time ... at least 3 days.”’"* On Mareh 30, he e-mailed Sarah Dobbs, the BP 
Completions f-ngineer, and Mark Hafl«,aitMter BP Drilling Engineer, that "{nloi running the 
licbntk , . . sax es a gocxl deal of ii!ne*mone)'C*' On April 15. BF estimated that using a liner 
instead of the single string ofcasinfvviH add an additional S7 - $10 MM to the completion 
cost.”"' I he same document calls the single string of casing the "[b]esi economic case and well 
integrity case for future completion operations,’"* , ' . 

Around ibis time. BP prepared anofcr untteied v’eraon of its "Forward Plan Review.'' 
Notably, this version of the document reacises a different conclusion than the other version, 
calling the long string of casing "the priiftsry option”,and the liner ’‘the contingency opiicm,”'* 
Like the other version of the plan review, iMs version acknowledges the risks of a single string i 
casing, but it now describes the option as the "Best economic case and well integrity case foi 
fltlurc completion operations,"” .'''a'- ' W'b; " 
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U' 'l.'-piacc- nuuieiTecm'ely ftom fie narrow rde of tlkanntitas ifciMhi* (> .ii!\ 

ccnr.ili/ci! This losiiit.; hi Hxpassed mud ehanitels and inabilitj' to aolaevo Ama! ihoLau':: ' ' 

On -ypri! 15. BP informed Haffiburions .Recount RepteseHtali\e, Jc.'tse (iaglijno. iiw! iiP 
«a\ planniiia to y\ <. entuiHzers on the final cosing string at the MaconJo «e!l, Mr. (wal'.mo 
spent that dar running a computer anah'sis of a number of cement dcsigit scenarios to Jctemtijic 
how m.any centralizers w ould be necessary to jjteveni cbannelmg.'’ With ten ceiitraliKCrs:. the 
inodciiiig resulted in a ‘AiODERATE" ^flow problem." Mr. Oagliano’s moddny showed 
that it would require dl cemraiizers to acMere only a ’'MINOR'’ gas flow problem.*'’ 

Mr. Gagliano inlormed BP of these results and reconimcndod the u.sc of 2 1 eentaiizcrs,” 
Af'lcr funning a mode! with ten centfalirers, Mr. Gagliano e-mailed Btion Motei. BP’s driiiiiit' 
eugiticcr. and other BP officials, stating that the model ’htow shows the ccmeni ciiannelutg" and 
that ‘I’m going to run a few scenarios ® see if adding more cemraiizers will help us or not."" 

■f \vejit)'*fi\'e inimttes later, Mr, Morel e-mailed back: 

\Vc have 6 centralizers, 'wc can ran them in a row, spread out, or any combination of liw 
two. If s a vertical hole, so hopefeBy tte pips stays centralized due to gravity, As fttr as 
changc.s, it' s too late to get aay mow product on ti» rig. our only opiionl' | i,s to reattange 
piawmem of these centralacrs,® ' ' ■" 


*" API, Recommended Practice <j5*Part 2, fsolatiitg Poieiuial Fhw Zoim UW 
(."ottt'h'itrtfott, 4.6.5.8., at 2R. • ■ 

’’ House Coramiitee on Energy Commeree, Transcribed Imcndew' of .le.sse Miwc 
Gagliano, at 26 (.luiie 1 1. 2010), , 

“ Halliburton. 9 ~H'\X 7" Prodtietion Casing Design Repor) (Apr. 15, 2010) 

(HAL 0010592), 

HalHbuiloii, 9 7:f}'‘X 7 >' pt-tniticiim Casing Desiffi Report (Apr. 15, '30)0) 
tHAL,0ai0699). 

■* House Committee on Energy and Commerce, Transcribed Inicnicw ofJe.sse Matt 
Gagltaiw, at 8 (iiine 1 1 , 2010). 

■' I -mail I'oni Rssc Gtigliaao. Account Representative. Uatlibtinon. to Mark llaflc. 
Senior Drilling Ifiigiiieer. Bl\ Brian Morel, Drilling Eagineer, BP. Brett Coealcs. Operations 
Dtillins htgmcei, BP, and Gregory Wak. Drilling Team Leader, BP (.Apr. 15, 2010) 
(H.\L,»i0(j50). 

H-m;iil from Brian Morel. Dritlijw Engineer. BP. to Jesse Gagliano. Accmml 
Represemaiit c. I lalliburton. Mark Haflc, Setibr Drilling Engineer. BP. Brett C ivalcs 
(.'peraiions Drilling EiU'tnoer. BP.andGTcgoiy Wau, Diilliisg ream I eadei RP ! V,>' i5,2ii!ih 
ill \1 itiflOo-lk). 



235 


\!r !.v,; ILi.'A.nd 
•:iix !4. :oii; 

; he ii »ig da\ . Apti! i6, site isstie was elevated to John Guide BT's 'A c'.i i c.a. 

I v-aJer. b) i'trceorv Waij!, BP's Drilintg Enpiiecring Team Leader. Mr. \Va!z itilbsmc.) Mi 
tiuak- "'Wc ha%'c lecated 15 Weatheribrt ccnualizcis with stop collars , . in flouston . 11.0 
Ntorked ihiiii's oui with the rig to be able to fly them oat in the inoming.” The decision was 
made because "we need to honor the nwdeHag te becoBsisteat ftiih our pres ious decisions to eo 
«ith ibe long stiinn."" Mr. Walz explaiBed: M wantecl at make sure that sse did not have a 
rcpciit of the last .Atlantis fob with qaeslis»*bte centralizers going tao the hole.""'^ Mr, \A’al/. 
added: "I do not like or want to disrupt yoar operations. ... f know the planning has been 
lagging behind the > iperations and I have to ttiiit thin sroushi"** 

In his response. Mr, Guide raised objeettoas to the use ofthe additional centralizers, 
writing: ”'ii will lake 10 hrs to install them. ... I do not like this and ... I (am] tory cancemed 
alminising them.”"*' , 

All C-miti! from Brett Cocales, EP's Operations Dtiliing Engineer, indicates that Mr, 
Guide's jjerspct’ttve prevailed. On .April 16, hce-ntailed Mr. Morel: 

Even if the hole is perfectly staight, a araight piece of pipe even in tension will not sock 
the perfect center of the hole dates® It hb sometliiiig » centralize it. 

But, who caie.s. !t',s done, end of stoty, will probably be fine and wo'i! got a good cement 
job. 1 would uiihcr have to .sfueez® ttei^stiiitk. ,v. So Gtiitk is right on the 
rlsk'iward equation.^' 

On -Vprii 17, Mr. Gagiiano, theHall&^itaeMUnt representative, was infonned that BP 
had decided to use only six centralizei's.^* Hfc flieh nin a model using seven centralizers and 


’’’ E-mail from Gregory Walz. Drilling Team Leader, BP» to .lohn Guide. Well Team, 
Leader. BPfApr, !6. 20 U)mBP-HZN-CEC«)22433). 



id 

hi 


r.-mail irom Brett Cocates, Operations Drilling Fngineer. BP. to Brian Morel, Dnlltiig 
1 'nneci BP (.Xpi R.. 2!iHlMBP-HZN-CEC022670). 

■’* ! iou-.e Comntitiec on Energy and Commerce, Transcribed Imciv iew of Jcs.-c Muic 
tficlu,-,...!! 4(Mi (.kmc IL 2010). " 








tinmd ihis would likely produce chanadiag and a failure oftbe cement .rob. '’ !lis Apt 
cemeniing design report states: “wdl is coasidemi to ha« a SEVERE gas flow pi ot'l 
Mr (kigliano said that RP was aware ofto risks and proceeded with know ledge that i 
inUieaied the well would have a severe gas flow problan.*' 


Mr, riaglianp'.s findings should not have been a surprise to BP, As noted above. BPA 
mid-April planiwicw found that if BP used a single shtag of casing, as BP bad decided to do, 
"Cemem simulations indicate it b onlijwiy tobe a successful cement job,"'*' Nonethckss. BP 
mn the last casing with only six centralizecs,^' 


( tiiii-m Riiiid l.'ia 


bill'd log is an acoustic test that is conducted b\' running a 
ig is completed. The cement bond log deiennines whethe 
ing and surrounding formations. If a channel tliat would t 
can be perloraied and additional cement injected into the 


c.'mialiiicrs would be onlikely to affect ft® outcome df-feritodelmg. 


■’’’ IlaUihurtoi). 11 y.'S" XT" ProductionCosiitgDesign Rep^t'HApt. 18.2010) 
(HAL_a()1095,M. 

■" House Committee on Energy and Commerce, Transcribed Interview of Jcs.se .Marc 
Gagliaiw. at 4.J-4S (June 11. 2010). 

BP, MC 352^^1 .Kkh-mJo, TD Fonmrd Plan Revmr ~ PriHtuclioii i'asing A TA 
Optmm, at 9. (Apr. 2010) lBP-IfZK.CEC-22K)9). 

BP, Ouflv Opemiiom Report - Purmers (Complm'mnf (.Apr. 1 8. 3010) 

(H.M _ 01)382 10). ' 

Bnctlng by Tommy Roth, Vice President of Cementing, ilallibtmon, to 1 louse 
CuiumiUec on t'ncrgv and Commerce StalTfJune 3. 2010); Hallitarton. PowerPoint 
Prcscmuiiun, Fjhrg\- umi Commerce ComttUtee Staff'Brkfmg a 13 (June 3. 3010), 







Minerals Xianageraent ScnicefMMS) repilaiions also appear lo direct a cemem I'uiia 
Inn or coiio alen! test at the \tacondo well. According to the regulations, if there k an iikiicasitni 
ji'an inadequate cement job, tlw oil company mast ’tl) Pressure test the casing shoe; t2i Ran a 
u'nipcr.uui <. sure ey; t3) Run a cement -bond log: « {4) L-se a cfiinbinaiion of these technique^ 

In the case of the Macondo \«1L the HalStartOftatid internal BPsyaniings should ha\« sm ctl as 
an indicfliion of a poiemistlly inadequate cememjob. 

On 4}jrii IR. fiP Hew a crew- ftom ScMwjtbetger to the rig. As desenbed in a 
SchUimhcrger timeline, ”BP contracted witli Schfumterget to be available to perform a cemenl 
bond log , . . should BP request those sm-fces.'"* But at about 7:00 a.m. on the mcmiing of April 
20. BP told the SeWumberger crew that their services would not be required for a cement bund 
log test,'” As a result, the Schiuniha-ger crew departed the De^water Hori?oH at approxiimnely 
1 ! : 1 5 a.m. on a regularly schednied BP helicopter flight."® The ScWunibergcf crew was 
sdwdutec! for departure before pressure testing of the well had been completed, indicating that 
the results of tho.se tests were not a factor in BP*s decision to send the cretv away whhoiu 


iparison. the cost of cjinceltng the servi 
' .. 'iiji lied I'vl ciindiitling the test wo 
ii ' I, '''ems 'oiina witliUie cemer 


time, 


.10 CFR § 250.428. A;- v'-M-"-.'' ^ ' 

Schlimtberger. Mississippi 252 timeline (undated) (.SLBTIC-OOOOOS). 

M. ^ A' 


Bricfmg by Mark Bly, Group Vice President lor Safety & Operations. BP, to House 
ConimiUee an Energy and Commerce-Staff {May 25,2010), 

.Schhiraberger. Estimated Costs ofEtimpmenCLabor to Perform she Cimtmgeni 
Services identified hy BP and the Actual Costs Upon Cmcelkiiion j,SLB-KC-00000<)), 


■ *' Briefing by roinnw Roth. Vice PresMeot of Ccaienting. Hail i burton, to House 
(\iinnntlcc on 1 nc'gx and Commerce Staff (June 3, 2010), 

' .A BP Joeumciu indicates that the company would rely on lost mud •’icUtrn.C during 
the cemciuing process as a trigger for conducting a cement bond tog. BP. CiOlJ l:\-pl(ii,aia'i 
Wells \/< '252 etSTtWBPdl- Miuomb Prospect '^"x interval at } (Apr. 1.’'. dOHi) Hil 
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, ! nj t .iiiimiucc asked an independaftengineerwithexjwrttsi. in tiic niial;. Mi- rf 
!ail.i;e ahiim iJP's iltfciMOii not to conducts cenient bond log. The engineer. CiorJon t.Avr 
IM-.. i-uiiuK Anah.sfsConsutttint with the fltni Engineering Services. LLP. aaid '.lu: it s-.a-- 
"unhejrJ of nol to perfomi a cement honi tog ona well using a single casing appriKii-h, asid 
Jcsciibed BP's decision not lo conduct a cement bond log as “horriWy negligent.™*'' .\nothe: 
HidepciideiK c.spcrt consulted by the Conunittee. John Maniner, P.E„ loM the comrakice ili.i' 
"ccnitin boiid oi ccniwit ecaliMtion lop sliould always be used on the proditcticm string, '"‘‘' 


sVnother titiesiionable decision by BP appears to have been the failuK lo 
the drilling mud in the wei! before cementing. TMs procedure, knawn as ‘+0110 
ciixulatiiig drilling mud from the bottom of the well all the ctov to the suiface. i 
Several purposes; it allows workers on &e rig to lest the mud for influ.\c.s of gas 
cmiti'oilcd release of gas pockets that may taveeaiered the mud: aiid it ensures 1 
well cWtings and other debris from the bottom of the well, preveming contamini 
cement. ' 


up circulation betw een 
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\lr, Ttim [la>ujiJ 

Juix' 14, 20111 : ' ■ : : ■ 

Pagcl2 ; . ' ' 

Bp’s April 1 5 OjX'rations plan called for a full bottoms u|! procedure to ''circuiaie ai least 
one i I ) casing and drill pipe capacity, if hole conditions allow."' ' 1 lailiburton .Account 
Ri.prc.semati', c Jcssc Oagliano said it was also “Haliiburtoms recommendatjon and best praciicc 
10 al least circukile ime bottoms up on the well before doing a cement job."'"'" .According to .\Ir. 
Gagliaiio. a Haliihurton engineer on tlie rig raised the bottoms up issue with BP.'' 

Despite the BP operations plan and the Halliburton fecommendation. BP did not liiih’ 
circulate the mud. Instead, it chose a procedure ''written on the rig” which Mr. Gagliaiio "did not 
get input in."'''* BP's final procedure called for circulating just 261 barrels ofimici. ju.sl a small 
fraction of die mud in the Macondo Weil.*" Mr, Roth of Halliburton told the Commiliee that one 
rea.son for the decision not to circulate the mud: could have been a desire for speed, as Hilly 
circulating the mud could hate added as much as 12 hours to the operation.'*' Mr. Gagliano 
expressed a similar \ tew , saj ing, “the well probably would not have bandied too high of a rate. 
So it w ouIJ take a 1 ittle bit . . . longer than usual to circulate bottoms up in this case.”*- 

Lockdow n SIces c 

A final question relates to BP’s decision not to install a critical apparatus to lock the 
vvelTliead and the casing in the seal assembly at the seafloor. When the casing is placed in the 
wellhead and cemahted in place, it is held in place by gravity. Under certain piKstire conditions, 
however, the oaiiing eah become buoyant, rising up in the wellhead and potentially creating an 
opportuivity for liydrocarbons to break through the wellhead seal and enter the riser to the 
surface. To prevent thiSj a casing hanger lockdown sleeve is installed. 

Oh Jiine 8, ::2010, brieted Committee staff on its int'cstigation into the 

potential causes of the expiosipn on board the Deepwater Horizon. In the presentation, 
Ttansocean listed the lack of a lockdown sleeve as one of its “areas of Investigation.’’: Slide 


BP.GOMExplomtfon Wells, MC2S2flST00PBP0] -:Afe«)wfo Prospect 7" X PI'S 
Interval Rev. H,2 at 6 (Apr. 15, 20! 0) (BP-HZN-CEC-017621). 

House Committee on Energy and Cohmierce, Transcribed Interview of Jesse Marc 
Gagliano, at 57 (June H, 2010), 

/rf, at 57. 

■■’Mat 60. 

Briefing by Tommy Roth, Vice President of Cementing, Halliburton, to i louse 
Committee on Energy and Commerce Staff (June 3, 2010). 

” House Committee on Energy and Commerce, Transcribed Imci\ lew of.lcs.se \I,5rc 
Gagliano, at 65-66 (June 11,2010), 
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Mr lon> UasruiiJ 
June 14 .'M)Io 
P anel? 

«\eR ufl ran-it'ceaii's |iiesentatioiiasks: “Were Operator procedures uppropiiatc?" A eubi'i'inl 
Jctails: ''()|ierator did nui run lock dovTO sleeve prior to negative test or displacemcnl ''''' Mr. 
Roih of Halhbuilon raised a similar concent in his June 3 briefing for Commttlee siafl.'" 

In RP'.s piauned procedure tor the well, BP describes two options invohing the lockdmMi 
slec\ e. BP o as seeking permission from MMS to install the final cement plug on the w ell at a 
lower depth than prc\ iously approved. If permission was granted. BP's plan was io dispkiea the 
drilling mud in the riser with .seawater and instal! the cement plug prior to installation of the 
casing hongor lockdown sleeve. BP’s alternative plan, if MMS did not approve the pnipo.wJ 
depth lO' the final cement plug, was to run the lockdown sleeve first, before iusUtlliiig the cement 
plug :it a shallower depth,*” On April 16, Brian Morel, BP’s drilling engineer, e-niailed BP staff 
that: “We arc still waiting for approval of the departure to set our surface plug. ... If we do iim 
get this approved, the dispiacemem/plug will be completed shallower after running the LL>S "** 
The IDS stands for the lockdown sleeve. 

Conciii-sion 

The Committee's investigation into the causes of the blowout and explosion on tlie 
Deepwater Horizon rig is continuing. As our investigation proceeds, our unJersUmding of what 
happened and the mistakes that were made will undoubtedly evolve and change. At this point in 
the investigation, however, the evidence before the Goramittee calls into question multiple 
decisions made by BP. Time after time, it appears that BP made decisions that increased the risk 
of a blowout to .save the company time or expense. If this is what happened, BP's carelessness 
and compiucciic)' have inflicted a heavy to!! on the Gulf, its inhabitants, and the workers on the 


'I'ransocean. Pow'erPoint Presentation. Deepwa'er Horton hKident - Intermit 
Imeili^dlioii hiwstignlitw I'pdatc- Interim Report m. 7 {him &, 2(110). 

Bnefing, by Tommy Rotb, Vice President of Cememinc. 1 Iai!ihiirton, to House 
Commiikc on Fncrgy and Commerce Staff (June 3, 2010). 

H!'. OU\( FxphniHon IVells MC 252WIST00ISP01- Mavomto Prospect - ".v lA" ■<?'' 
t.iicnul at 8 (Apr, 15, 2010) {BP-HZK-CEC017621). 

b-mai! from Brian Morel, Drilling Engineer. BP, to Ronald Septtlvado d <>1. < \pr. lo. 
:.iUiMHP-H7\-CFOC282n. 
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Mr. Tony Haj'ward 
June 14.'2010 
Page 14 

During your testimony before the Committee, you %vjll be askeT ai'Oiu slie i^rues 1 1 , 'cT in 
(his letter. This will provide you an opportunity to respond to these conctir.s ..nu r!a;'i,> liie 
record. We appreciate your willingness to appear and your cooperation in Ihe ( J'lr.ivH'ec s 

investigation. 


Sincerely, 



Chairman Chairnian 

Subcommittee on Oversight and investigations 

Enclosure, , . ' 

cc: The Honorable Joe .Bttrton 

Ra,nki,ng Member 

The Honttrable Michael C. Burgess 
Ra,nking Member 

Subcommitlee on Oversight arid investigations ; 
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!-rom: 

Ssnt: 

To; 


Saonan, Slf O^si^on) 

Suodsyi hto^mb^ OIt ^)3 7:SS PM 

WrigW. KeelaT,.(H(^on>- R€^,. Adrian tHouston); Birmmgriar 

Hank (Housten)r&>bi« 8 ^iAJiiaud-<Sefi©v^^^ 2 mio:-,T#ny (Geneva); Boon©, Jorin (Housts 
Candu(Xj-:Jmy'-04oi^QO)^ Sleaver,'Mare'0*is{cw«; Mat Eric (Houston); Hanil, Steve 
(Hou^w?): A?hf^n;T«»y- 0 io^Oft); ^Maftan.-l^iyr l^i^on); Legrand, Wicriel) 
McAlii^sr. Kattt[esn'(rim^or!):'MQcmidirffiT^; 0 to«^en)i Noss. Chns (Housfo^^cheTSi 
Patrick (G.ene^);.Traiiter,;'Paa{.{G«>eva)vSm{tb.-Pteff'^euslon); Pirtle, OQR^^^^s^o! 
RsxKjeihuber, Dan-^'tous^ai);' RK^!tis, d^'0feiiston);.Saittei, Rob (Hou^on); 

Steven (GsRS¥a)- Trah^i. Buddy. 04 Gu^oa);.was 3 n. Simon (Houston);, .#s«f )w< 

(HOUS#«?) ' .-. ' _ '* 

Marianas She®’ Rams “Oi^raftMfeAfasn^sJtty fJetiribation 
MAR-Sfiesr Rems- on Red Failure'^oe*' -m'^et^S.jpg; 

'"liiSk 


The Marianas is pulling their stacfc after ftihhlfig'. and cei 
rams cannot be functioned from. the YelldS 'pptf.,... Acklitidhaiiy, ■ 
close and the upper annular has been stripped thri^ih < 


i^egardSj 
Bill Sannan 

Original Message---'--' 

F.roi!i; Hockaday, Wilton (Houston) 

Ses-it; Sunday, November ©1, 2e©9 l'i03 RK 
To.;. Dl~nm OP_ABftORMAlITY 
Cc: Winslow, Daun (Houston) 

Subjiect; Abnorma,Uty Report 



Initial report ! 


RIGCentral Horae 


fallure'-on 'the Hsrianas and subsequent BOP stack pull. 


' Bcentral.coni/ > 


fiorth America Region 
loffite) 

8(Cen) 


iV 
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Watson, Smon ^Hotstsn) 

Sunday, toygrhtser-SIvS^S 10:34 PM 
Sannadi KH -jfeuston): Pfetiet Dsnnie (Hoogoo) 

RE: Marian^ Shear R®ns:-<^)emti<x5s.W3normailty 
ima^OOl-Jpg; sm^eOOZ.gff; imageW3.gif 


i'he annii^i-ar we changed last ti'5Je>; '^as 5t the lo-^er -or the upper. We 
the year 'wher'e an annular that had just been •bverhauied' failed dpon 
any concern that the annular we have'. Just changed was questionable 






"hanks 


Prdffl; Sannan, Bill (Houston) '... . 

S«nt; S.unday, November 01,. 2009 irSS- PH 

To: wrightj .Mike (Houston); Ada«scai, Sose'i Adrian (Houstori);. Sirmingham, 

Hank (Houston); Bobiliier;, Arnaud. Terry (Geneva); Boone, .lohn. (Houston).; 

CandUcc.l, lerry (Houston); Hall, Eric (Houston); Hand, Steve 

(Houston); lohnson, Ts^y (Houston'^^^ah^^^^ry (.Houston)-; iegrand, Michel; McAlU.Bter>. 
Kathleen (Houston); Moore, .Chris: {.'Houston); Quicheney, Patrick. 

{Geneva); Tranter., .Paul (Huston) r Pintle, [>onnie (Houston); 

Heudelhuber, Dan (Houston>^^^^Ps> 3^5 (ftouston); Saltiel, Rob (Houston); Newssart, .Steven 
(Geneva); Trahan, Vtetsoh, 'Bisson (Houston); Winslow, Daiin (Houston) 

Subject;. Marianas Shea^^^ : «l^^at3.ons /abnormality Notification 


d'^elr fiOP. stack: .after running' and ceflientlng la" casing. . ; The shear 
Pfrom the Yellcw pod. Additionally, the lower annular will not 
lap has been stripped through during a well control event. 


'The Mar'iaV 
rams. c.»nn{ 
close and.; 


Bill Sannan 


Original Message 

From: Hockaday, Wilton (Houston) 

Sent: Sunday, November 01, 2089 1:09 PH 
To; Di'NAM OP..ABNORMALITY 

1 
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Tt^se^ii MariaaMi 
Shear an YdJow^od Failare 


Rtg Hame: 


tocaSon: 


Traosocean S^arsanas 


Witd^-’Macomfo #1 


Project Status; 


Unlatched BOP @ Q505 hrs on 11/1/8t.PrepariO0to puH Riset 


Main Events; 


Weil Ooerattons: 

29 October 2009- Running 18" Casing ©n S’"**" Drt! Wpe 

30 October JOOS- Running 18" Caoing on S”" DrtI! Pipe. 

31 October 200S- Cementing 18” Liner, Weil Secure. ^ 
@1 November 2009- Driil Crew inspecting aii Riser Equij^ 


itatehed#0S0Shrs 


Vessei Status: ^ 

28 October 2009 - tSOOhrs - Event happeoe£i-^s»_;^^ . ▼ 

• Subsea crew on the Marianas werrt to fon^on t^ ^^^R a^^n YeHow Poo' SEW A @ ISOOpsi and 

dfd not get the correct galton count close and 24 gallons ors open. Tried 

again and got .3gaHor»son<rf{»©and a third time and got ,2 on close and 14.4 

on open. 

• Did the same on Blue Pod and fi^^iion count on open and close. 

• ThS Subsea crew men swappe^^^ to ’rten*cw;am ;2 dose and 14 gallons open. They then 

swapped to SEM S on the same results with .3 close and 10.9 open. They 

bumped the pressure opjg^SQp^^^gin^ressure and achieved the same results with ,2 close and 

• At 21 OD hra, Rig T^hnicai Support infoimed of the ^tuation 


29 October 2909 '^^^^s^^^uttatlon vrith Field Support and Rig Management 

• Rig Manag^M^^^^^^ .'^'Pete CaHigeros from field support, who thinly ft may be a stuck stiear 

seal. fix that needed to be tested witti no pspe across the starA; 

• Test was 30 October after 1 8" casing was down artd set. 

• conducted and approved by Rig Mar^agement. 

• :ut in place in case of testing failure. Begin necessary preparation steps involved, 
^pilmg/^^ion testing, and diagnosing the BOP stack. 

- UOOhrs -1** Test Conducted 
T|»^t'^t was caarried '£Mjt with these steps: 

1. t^^ile on Slue Pod, put the Blind shears In bior^. 

2. ^^M{ch SEM’s on Yeftcfty Pod, this will cause all solenoids cm YeHow pod to drop but which means we 
^tpil} lose monitortng current durii^ the swtcm in hopes that the open soienoid will drop out. 

Change pods from Blue to Yellow. 

4, Fire ihe Blind Shears from Block to close arid note the gallon count. If we get the proper galidn count, 
thsrt the procedure has proven that the ^earsealfsolenoid is sticking wfth monitoring, current applied, 

5, Lastly, while on Yellow fire the Blinds open noting the gallon count and then back to close in hopes tfte 
problem has cleared itself. 

• @ 1700 Rig Management in formed that the tesftwashot successful 

• @ 1713hfs con duced a 30 minute conference call with BP, Rig Managers. OIM, Maintenance 


Asiwt .^h»5nnI»H^y Psgs tPitge} 
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iiJb Sea, and Sub Sea Tesxh to dessde next ^ps 


Superv^feof, 

Decided to secure tfie weil awj IdU. ye8ow and po?wer ba<* up tor 1 fine 

SWAT assistance request @ IDtS bre 

Securing the well procedures con^enced, Bogan DownSma @ 2100 hrs. 


31 Qcto&er 200S - OSSOhrs - Seeurir^ tto yfeij-and 2"^ Test 
9 ProperTSTP and TRA conductel and by Rig Mans^wrient for Tpst-i' v, 

« Seco-nd Test conducted with the foHbwsr^^ps; 

I . 1 320hre - Kiiieci Yeliow Pod via COJ Ut% Panel. 

- Noted that power *00" indlca^ at CCU Utility Panel ' • .% . i 

- Verified at UPS pane! that pi^rld Yellow Pod was i ' 

- MM! event page dtSf^ayed *Pod Prss®r Off Yellow" 

2, 1 326hrs - power was turned back ptt a! CCU Ua% Pane! . 

- MMi event page dispiayed "Pod Pc^iM^- O r Y. s 

3. 1 337hfs -• Swsp}5ed to Yellow Prjd, • 

4. 1328hrs - Verifred gauges page on vetkrwv^ up an^nri ^p . irrsct pressures) 

' Functioned Shear Rkbs Close 
5, 1 329hi‘s ■ Functioned Shear Rams Open 
6, 1330hrs - Swapped to Blue PixJ 

- Functioned Sltear Rams 
7, 1 332hTS Functioned Shear Rarrts 

8. Pete Cailigeros ttren suggested we ’'Slock" Position on blue pod and try again. 

9. 1 33Shrs - On Blue Pod, Placed 
1 0. 1 339hr3 - Powered down Panel. 

• MMfeverrt.^^^lpv^^^^ower Off Yellow*' 

II. 134Shrs-Pow£' ,tj.7./;opfeHov^BatCCUUttWyParrel- 

- MMI "Pod Power On Yellow" 

1 3, t.351 hrs ^ Close (gs^ion count » .S) 

14. 1352hr!»*’^t^^^^^'RamsOpentgal}Qncajnt = 9.5) . ■ . 

^•v.YvSvFuri^^^ Shear Rams close (gallon count - 32.9) 

Shear Rams open gallon count * 29.7). 

t ^®was ^^Kccessful. Commencing operations to unlatch and pull BOP Stack.' 

• ■^fejeaf .^pj Support Personnel, Pete Calligerosand Mr.Chapmsn, plan to be on the Marianas on 2 


■ 2009 - OOSBShrs - Unlatched BOP 
BOP from the well head @ 0505hrs 


P6?e(r*j!Ej 


Aawt Afeiw'nnsfKy Rirjinri 

!Ds{»l 


TRN-HCEO'60064702 


Confidential Treatment Requested by Transocean Holdings LLC 



246 


ransooean 


Osigomg operations: 

* Preparing to PuH Riser 







V 




E ^Commerats and C««KS«ns- | 

' * Ensora that all s^^-^rocadores and protocols are foHowad accordingly whlla tionducting Uiese { 

■ OparatlOt^R*-' .'r ;' 1 

I • Estimated 10 days @ 5444.fll/day *$ 4^441,110 I 

I • Oo not J-rfi'-v ttrf s>gu5s of this downtlmE issue at this itfiw- A detailed root cause art^V«iS wtlJ So j 
c inducted to -seteflfnfne short and long term solutions to this suPsea downtime is sue and i 

future occurrences. ,] 




i O i Report by; Wilton Hockaday - Rig K'anager^sset on 6f"]Noyen!ber 2009 - IllShrs 


Asset AtitsormaHtj Report 
[Date] 
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P-Q0J/0C3 F-81? 


T-27; 


Tt, 


ran»«aii 


CH8SSTO®«EH ^ YOUMS 
Sa MAKK^TiNa Re,PSBSENTftTtVg 


Octote II5 2004 


TRAN^CWi hffl-ESWJS. 0^> 

«H ■»£» 

»«KiST 0 S.TX 77 &S* 


BP America Pr&dnctiOE Company 
200 'Westlake Pi^k Blvd. 

Hoostiio,TX 77079 

Atm: Mr. Raady Shoads 

Mail Code 1089 WL4 

Be- OriniBg Cotmaet No. 980249 dated DKembet 9, 199B (as prevloosiy amended. “Contract”) by 
and between R&B Fateon Drillmg Company, predecessor m itnerest to Tfansocesn Holdmgs lac. 
(“Cimtrsietor") sid Vaster Resotttces, toe, predecessor in interest to BP Aroena Production 
Company (“Company"), as amended for RBS4D (now known as the “Deepwater Horiam”) 

StsbJeetj Letter Agreement for Conversion of VBR 10 a Test Ram 
COiSTBACTOR-S121-2M2-6tl 


Dear Randy, 

When Hteciiied by both patties below, this letter will docaimem the sgreement between Caaosctot and 
Company for Contractor’s conversion (the “Conversioa") of an existing variable bore ram (“VBR”) into a 
■•lestlram” on the Deepwater Hotiaon's blowout prevcntei (the "BOP"). 

In aqcotdance with Anicles S and 7 of the Contract, Company shall reimburse Contractor for the cost 
assSated with the Conversion, which is estimated to be $135,000 based on the attached quote/AFE 
including the ftve percent (534) handling fee. Notwithstanding the foregoing, Camractor ^all pve 
Coi^any written notioo of any increase of more than ten percent (10%) in the above coat estimate and 
suchjincrease shall be subject to Company’s prior written approval. If installedoit should require out-of* 
service time, Company agrees to pay Contractor at the Standby lUte (as defined in the Control) untd 
operwions can be recommenced; provided such out-of-service time shall not exceed a maximum of 
twenty-four (24) hours, Reimburseincnt for the Conversion shall be in the form of a lump sum payment 
due Ld payable within thirty (30) days of receipt of Contractor’s invoice therefore, which invoice shall 
be s«>rnfter*e*‘testram" haabeen-instaUed, 

Coinpany aetaowledges that the Conversion will reduce die built-in redundancy of the BOP, thereby 
potebiially increasing Concraeior’s risk profile and corresponding coa atmoture. Therefore, after the 
CoSetsion is completed, if one of the two remaining VBRs fails to ‘best" on any well for any mechanical 
realn (as opposed to abnormal wear or damage caused by operations) and the MMS requires that 
CoSactor puli the BOP to replace the 'VBR, Company agrees to pay Comractor the Operating Kate (as 
d^ed in the Contract) for the time reqnired to pull the BOP, replace the ram, and re-run the BOP; 
profided, however, if one of the two remaining VBRs fails to "test" a subsequent time on the same well 
for try mechanical reason, after initially testing subsea, (as opposed to abnormal wear and damage 
CBU& by operations) and the MMS requires that Contractor pull the BOP to replace the VBR. the time 
reqlired to pall the BOP, replace the ram. and re-run the BOP shall be considered Mechanical Downtime 
(as fiefmed in ihe Concaci), 


Bxsepi as spccifis^sdly eei fetih above, all: other letros and conditiorts of the Contract, as auiea-ded to sfe's, 
shall isitmk 


.1 ranmin ynebaagsd. 

PHONE: 
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Oct-I8-Z004 Q5;3 Zpbi FfOS-BP 
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1-tn P 003/(JS3 f-96r 


Plsase inditate yonr agreeroem lo teims of tins later by signing in the , space provided below and 
retanting an ese cuied cop y to os for our files. If you have any ftanhet questions, please conmot John 
Keeton opponuiuty to be of semce. 


Sincerely, 



agreed and ACCEPTED: 

-THIS /»“■ bay of ^Mer , aoo<* 

BP AMEMCA PBODUenON COMPANY 


Sr. Marketing Representau’ 
Transfljcean Holdings, Inc. 



Ohs 


hc>«lBiT r^i ftnm (Rv* &^8-3‘i).3Cc 


%'r !•. ,s;, r«5csf 
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